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Nothing but Quality

A sound business strategy and $trong customer
rélationships sélidified SYSCO's position as the
markét leader in foodservice distribution with
a record-sétting year
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In fiscal 2008, SYSCO achieved record sales of $37.5 billion and record nét earnings
of $1.1 billion, a significant accomplishment in a challenging economic environment

Financial Highlights

Fiscal Year Ended Percent Change

{Dollars in thousands, except for share data) June 28, 2008 June 30, 2007 July 1, 2006 2008-07 2007-06
Sales 3 37522111 3 35,042,075 $ 32,628,438 7% 7%
Operating income 1,879,949 1,708,482 1,495,030 10 14
Earnings before income taxes 1,791,338 1,621,215 1,394,946 10 16
Earnings before cumulative effect of :

accounting change 1,106,151 1,001,076 846,040 10 18
Net earnings 1,108,151 1,001,076 855,325 10 17
Diluted earnings per share before

cumuiative effect of accounting change $ 1.81 $ 1.60 $ 1.36 13 19
Diluted earnings per share 1.81 - 1.60 1.36 13 18
Dividends declared per share 0.85 0.74 0.66 15 12
Shareholders’ equity per share 5.68 5.36 4.93 6 9
Capiial expenditures 3 515,963 $ 603,242 3 513,934 (14) 17
Return on average shareholders’ equity 33% 31% 30% 2 1
Diluted average shares outstanding 610,970,783 626,366,798 628,800,647 (2) 0
Number of shares repurchased 16,769,200 16,231,200 16,479,800 3 2)
Number of employees 50,000 50,500 49,600 (2) 3
Number of shareholders of record ] 13,015 13,557 14,282 (4) (5)

Our financial results are impacted by accounting changes and the adoption of various accounting standards. Information regarding these changes is available in our
Annuat Report an Farm 10-K for fiscal 2008, which 1s included in this Annual Report.
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Top-levél étrategy and attention to détail

 paid off and produced record results

TO OUR SHAREHOLDERS;

The quality of our business strategy was
clear in 2008 as SYSCO performed at
historic levels for the fiscal year. With sales
of $37.5 billion, we achieved our thirty-aighth
year of sales growth. A greater accomplish-
ment is that we were able to leverage that
growth to record net earnings of $1.1 billion
in the face of a difficult economy.

We recognized the economic signs early -
we've been through tough economic cycles
before - and responded quickly to contain
costs while continuing to invest in strength-
ening our customer relationships. As a
result, we've been able to not only build a
strong bottom line, but build market share
in the process.

“Hundreds of improvements across our organization
have hélped us manage coéts while focusing on our mission
of hélping our customers succeed” |

Reflecting our sound strategy, return on
average total capital grew to 21 percent
for fiscal year 2008 and return on average
shareholders’ equity remained strong,
exceeding 33 percent.

High fuel costs tested the foodservice
industry on multiple levels. Most impor-
tantly, it affected consumer behavior. As
consumers paid more at the gas pump,
they spent less in other areas, including
dining out, Second, high fuel prices affected
our costs of operation. Altheugh many

of our contracts allow us to add on fuel
surcharges, with one of the largest private
truck fleets in the industry, we certainly
feel the “pain at the pump”

Skyracketing fuel cosis also contributed to
. rising food prices, beginning with growers,

suppliers and processors. As these costs

are passed through the {ood chain, they

SYSCO CORPORATION

challenge our customers, the restaurants
that are caught between rising costs and
customers with shrinking disposable income.

Fortunately, SYSCQO has the financial

strength and strategic insight to address
these challenges in ways that we believe
will leave us better positioned on the other
side of this economic downturn.

The solution is not one silver bullet, but
hundreds of improvements across our
organization that help us manage costs
while focusing on our mission of helping our
customers succeed. Cur people have done
an outstanding job of aligning their efforts
to achieve these inseparable goals.

SUPPLY CHAIN EFFICIENCY

Long before the current increase in energy
costs, we embarked on a national supply
chain initiative to drive inefficiencies

out of the system, which extends from
our growers and suppliers to more than
400,000 customers served through
180 SYSCQ distribution locations. This
three-pronged initiative that began in
2002 has already paid off in reduced
transportation costs and more efficient
service to our customers.

Qur Transportation Management System

is a software application that has allowed

us to reduce the number of inbound freight
miles traveled by increasing our truck fill
rates. In 2008, we increased truck fill rates
an additional two percent as we've continued
to manage our inbound freight. .

This year we began shipping to operating
companies from our second redistribution
center (RDC) in Alachua, Florida. Stream-
lining distribution {rather than shipping
directly from suppliers to individual oper-
ating companies) has had a great impact.

2008 HIGHLIGHTS

« Sales grew $2.5 billion to $37.5 billion, representing 38 straight years
of sales growth

» Qperating income grew 10% to £1.9 billion

* Record net earnings of $1.1 billion

» Diluted earnings per share grew 13% to $1.81
* Return on average total capital grew te 21%

». Returned over $1 billion to shareholders in the form of dividends and
share repurchases



“By containing costs while continuing to inves}
in $trengthening our cuslomer rélationships, we've been able to
nét only build a §trong bdttom line, but to build markél share”

Combined, the northeast operating
companies being serviced by the RDC
now route approximately 40 percent of
their volume through the RDC.

The third element of the initiative is the
Demand Planning and Replenishment
System. With 72 percent of our U.S.
Broadline companies now an this system,
we can more closely forecast and manage
inventory ievels.

HELPING OUR CUSTOMERS SUCCEED
Al this efficiency gets us nowhere if we

are not taking care of our customers, Over
the past several years, we have refined

our Business Reviews into a robust service
that forges strong relationships with our
customers because it truly helps them
succeed. Especiatly in today's en;fironmem,
this process has become a distinct compet-
itive advantage because it is highly valued
by customers and difficult for our competitors
to replicate.

Business Reviews are focused on indepen-
dent restaurants and customized for each
one. With food costs a significant concern,
much of our emphasis this year has been

on helping restaurateurs re-engineer menus
to reduce costs while still offering customers
a quality dining experience.

INVESTING IN GROWTH

We continue to invest in our people, our
facilities, our fleet and our technology - the
keys that will help us continue to grow and
gain market share. We expect to invest
$675 million to $725 million in capital
spending during fiscal year 2009.

To address long-term energy costs, we

are exploring the use of alternative energy
sources, both for ourselves and our cus-
tomers. We have adopted the use of
biodiesel wherever practical, and a SYSCO-
branded hybrid electric diesel truck is
currently being demonstrated by Interna-
tional Truck and Engine Corporation. We
are also investing in alternative refrigeration
systems for our trucks. One system using
CO, as a refrigerant is being tested by
Thermo King Corporation.

Although the bulk of our business is in
North America, we are increasingly

becoming a global company. We source
products from Latin America and Southeast
Asia, and export to more than 100 countries
around the world. Last July, our Guest Supply
subsidiary acquired Austin Tatum, a personal
care amenity company headquartered in
Hong Kong. This international exposure
provides early learning experiences as we
consider opportunities for the future.

TEAMWORK

We are placing greater emphasis on innova-
tion within the organization as we scan the
external environment for macro trends that
can impact our industry and our organiza-
tion, One of our best sources for innovation,
however, remains the more than 8,000
marketing associates who are working with
our customers every day. They see new
food trends on the front line and share their
insights so that we can be ready with the
quality products and services that will allow
our customers to adapt to changing tastes.

We are exceptionally proud of the results
we accomplished in fiscal 2008 because of
the difficult economic environment within
which they were achieved, We congratulate
our 50,000 associates on this accomplish-
ment, and we remind ourselves that every
day it staris all over again as we tackle new
challenges and aspire to even higher goals.

Richard J. Schnieders
Chairman and Chief Executive Officer

Kenneth F, Spitler
President and Chief Cperating Officer

October 7, 2008

(left to right)

Richard J. Schnieders,
Chairman and

Chief Executive Officer
Kenneth F. Spitler,
President and

Chief Operating Officer
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The six groups that make up SYSCO work togéther to achieve a single vision

SYSCQO was founded in 1969 when nine
companies joined together under founder
John Baugh's vision of a national foodservice
distribution network. By 1977, the company
had become the leading foodservice supplier
in North America, a position SYSCO has
held with pride for more than 30 years.

In addition to our own SYSCO Brand labels,
we distribute a wide selection of other
quality name brands. Today, SYSCO
comprises six business groups:

RETURN ON AVERAGE TOTAL CAPITAL
(equity plus long-term debt)

04 05 06 07 08

SYSCO CORPORATICN

BROADLINE

Thellargest segment of our business, our

89 Broadline operating companies distribute
a full line of food products and & wide variety
of non-foed products to both independent
and chain restaurant customers and other
“food-prepared-away-from-home” locations
such as healthcare and educational facilities.
Locally focused, our Broadline operating
companies are able to provide the hands-on
customer service that sets SYSCO apart from
its competitors.

SHAREHOLDERS' EQUITY PER SHARE
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SYGMA

Qur 20 SYGMA locations distribute a full
line of food products and a wide variety

of non-food products te chain restaurant
customer locations. Centralized functions
allow SYGMA to work closely with the
corporate purchasing systems of national
chains such as Wendy's International, Inc.,
our largest SYGMA customer.

NET CASH PROVIDED BY
OPERATING ACTIVITIES
in millions of dollars
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NET EARNINGS
in mitlions of dollars




SPECIALTY MEAT AND

PRODUCE COMPANIES

For customers who need specialized and
differentiated products, we offer custom-
ized products through two groups of
specialty companies:

QOur specialty produce companies ensure
fresh-from-the-field flavor arrives in
customers’ kitchens. These companies also
distribute other foodservice products on

a limited basis.

Our specialty meat companies provide
custom-cut fresh steaks and other meat,
seafood and poultry, giving cpstomers
dependable quality, selection and freshness.

OUR LOCATIONS

GUEST SUPPLY

Our lodging industry products company
distributes personal care guest amenities,
equipment, housekeeping supplies, room
accessories and textiles to the lodging
industry. In fiscal 2008, this group grew
with the acquisition of Austin Tatum, a
personal care amenity company based in
Hong Kong. This acquisition helps us better
serve U.S.-based customers with locations
in the growing Asian market.

INTERNATIONAL

Worldwide, SYSCO conducts business in more
than 100 countries. Our international Food
Group, or IFG, distributes both food and non-
food products to international customers.

® 89 Broadline

© 31 Produce

¢ 18 Meat

® 17 QGuest Supply
® 20 SYGMA

A 2 Asian

a 1 IfG

a 2 RDC

2008 ANNUAL REPORT
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With the largest Quality Assurance
team in the indugtry, SYSCO puts quality

on the menu

Mare and more, our customers and the
clientele they serve are interested in not
only the taste of their food, but its impact
on the environment. SYSCO has been at
the forefront of the industry in this area,

As an active partictpant in'the Sustainable
Food Laboratory, we are working toward

a sustainable food and agricuttural system
that enhances sail fertility and water quality

At SYSCO, the quality, safety and whole-
someness of the foods we distribute are our

and protects biodiversity while ensuring

o i g that the food we eat is not only safe and
paramount objectives. SYSCO's team of . healthy, but affordable.

highly qualified foodservice quality and food ] )
Part of this effort is our industry leading

Integrated Pest Management program.
Since 2002, this program has significantly
reduced the use of pesticides and fertilizer
on over 600,000 acres under cultivation
by SYSCOQ Brand growers and suppliers.

safety experts work hand-in-hand with
growers, packers and processors who
supply fresh and processed foods to SYSCO
to ensure that every SYSCO Brand product
meets our quality standards. Products and
processes are constantly monitored to
ensure that our custormers are receiving the
high quality and safe food products they :
require to succeed in their business. We sum up our initiatives on quality, safety

¢ and wholesomeness in just two words:
godd food.

The result: quality products with lower
costs and reduced environmental impact.

The quality and food safety of iresh produce
products start in the field. To maintain food
safety, we require suppliers of SYSCO Brand
products to undergo an annual third-party
Good Agricultural Process audit, In fiscal
2008, we extended this program to encom-
pass all growers of ready-to-eat produce
that SYSCOQ distributes under any brand.

“We sum up our initiatives on quality, safély and whélesomeness
in jus? two words: good food”

By tak'ing this step, we are able to reassure
our customers that they are purchasing
products only from growers and suppliers
who have implemented stringent food
safety practices that are designed to

- prevent food safety issues on the farm
before they develop.

SYSCO CORPORATION




Under SYSCO's leadership,
suppliers such as Randall
Borgardt, Vice President

of Sales for Borzynski Farms
in Wisconsin, employed
sustainable agricultural
practices on thousands of
acres under cultivation in
the 2007 crop season,
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Our Operations

Techndlogy and best practices are hélping
SYSCO to move produéts more efficiently

Operational excellence is one of the qualities
that sets SYSCO apart. When we began to
explore a national supply chain initiative
several years ago, we envisioned leveraging
our purchasing power and creating more
efficient transit from supplier to customer,
better inventory management, and easier
ordering for customers.

As the initiative has become reality, we are
realizing many of the anticipated benefits.
With skyrocketing energy costs, supply
chain efficiencies are translating into signifi-
cant fuel cost avoidance across the system.

“Supply chain efficiencies are translating into significant fuél codt

SYSCO CORPORATION

avoidance across the SYSCO sygtem”

Our supply chain initiative consists of three
components: a Transportation Management
System, a series of redistribution centers
(RDCs), and a Demand Planning and
Replenishment system.

The Transportation Management System,
which was fully implemented in 2007, has
increased our inbound shipping efficiency.
One way the system has helped reduce
inbound truck miles is by reducing the empty
space on each truckload.

ROCs allow us to aggregate supplier orders,
more efficiently manage inventories and
provide faster turnaround to our local
operating companies. Our second RDC,

in Alachua, Florida, opened on schedule in
April 2008 and is now shipping product.
These regional facilities also have rail
access, allowing us to now move eight
percent of our case volume by rail for

cost savings.

In addition to the RDCs, we continue to
establish foldout warehouses in strategic
locations. Our Knoxville facility is now

shipping preduct, and our East Texas facility
wilt open in Ociober 2008.

On the outbound side, we have also revamped
our delivery sysiem, working with our
customers to map deliveries using the most
fuel-efficient route, reduce idle time by
making night deliveries, and establish desig-
nated delivery days for our customers. With
approximately 9,000 trucks on the road -
the industry’s largest private fleet - savings
in this area can have a significant impact.

The Demand Planning and Replenishment
system increases our ability to forecast
demand and plan purchases. This is a
benefit to our suppliers, who receive better
information for their nlanning purposes,

a savings for us in more accurate inventory
levels, and an advantage for our customers,
who have access to broader product
choices with shorter lead times for
maximum freshness.

Separately, we continue to move forward
with our centralized purchasing program,

or sourcing. This process allows us to buy
product more cost effectively while com-
mitting certain volumes to suppliers who
participate in the program. The early returns
have been encouraging and we expect to
continue to roll out this program throughout
the next several years.

COST CONTAINMENT

In a pericd of rising fuel and food costs, cost
containment is a key to operational excel-
lence. In addition to the savings achieved
through our supply chain and sourcing, we

are alsg implementing best practices across

the company, addressing cost reductions

through hundreds of cther daily actions.

These include:

+ Standardization of operational methods
including reducing the number of stops
per route, reducing idling time and limit-
ing truck speed to 60 miles per hour

+ XY routing to reduce the number of
miles driven

+ Warehouse energy-saving improvements

» Use of technology to improve productivity
and increase the number of cases per truck

¥



. o IR ¥d i Combined with our RDCs, our Transportation

4 e - Management System and Demand Planning "
PR and Replenishment system create a three- Ml I_I_ | O N

T " pronged strategy for more accurate forecast-

Iy N ing, more efficient shipping and better i Delivery miles

\‘T' . . _ inventory management i reduced by our H

~. . - i Broadline operating :

® CurrentRDC™ . ", . : { i companiesinfiscal :
® Projected RDC  *_ ~ et : : 2008 through
Redistribution Centers (RDCs) : ; i ourinitiatives

Our first two RDCs are paying off in more 0 i

efficient inventory management and faster *

turnaround to our local operating companies

With one of the largest private fleets in the industry,
our transportation efficiency gains provide emissians
reduction equivalent to removing approximately
3,000 cars from the road

2008 ANNUAL REPORT
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Heavy Kitchen Equipment mitare Program » S Chemicals and Kitchen Wear Dining Room Furnishings :f
From grills to stoves to condi- Employee benelits, SYSCQ supplies many clean- SYSCO isn't just in the A
ment? stations dependable accounting software, ing chemicals {or the kitchen kitchen. Trays, plates. =
kitchen equipment is at credit card services and and other areas. tn addition, baskets and table center- é
the heart of a hard-werking marketing advice are just there are many choices for ~ pieces add cotor and flair to 'f
restaurant hitchen, a few of the many services employee uniforms. '. 1 atable selt ng. Restaurant 3 . 3
provided through SYSCO's \ 3, Dwhers can orowse our cata- 3‘ -
iCare partners. Y 18%And find a wide selection 3
’ ) ' \ \of\sewing v.dre that enables £
- . i ‘ ) each restavrant to show off
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Walk into a SYSCO customer’s kitchen
and you will see our quality in more than
just the food. From eco-friendly paper and
packaging products to kitchen equipment,
we provide a wide array of restaurant
essentials. We also provide our custemers
with access to third-party services that
they otherwise may not have been able to

access with the same advanlages - liability

and health insurarice, printing services, s
even advertising air time.

For an independent restaurant like the

Flying Star Cafe in Albuquerque, 5Y3CO in

the kitchen means never having to {ly solo.
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Ahelecironic orger track-
ing board is just one example
L of tha point of sale and mar-
4 keling technology SYSCO
g provides. - ] T

g

Lisphsableaishes, cutler

recycied and co'ﬁl p'o!'éf'.
products, incidffing a

alternative toplastic i

resin-based éltlery agan’ ©

P s e

- From fresh meat and

preduce to authentic elhn;vc

ingredients as well as amf*

coffee, soft drnk, water,

and other non-aicoholic
beverages - quality SYSCQO

< Broducts make every

" restabrant's Mienu oar. .

4

.3~ discerning chef needs,.
RRReE

Pots and pans, mivers and
bowls, stainless food prep
items... where would a
restaurant be without these
essentials? $YSCO has
everything the maost

o3 1 LETR———
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Our Rélationships

?B’ litening and offering
$trategic sélutions, we build lasting

connedétions with our cu$tomers

If there is one SYSCO advantage that our
competitors find the most difficult to dupli-
cate, it is the quality of the relationships with
our customers, At SYSCO, we have invested
in building strong customer relationships,
and we see the return in a high level of
customer loyalty and market share that
continues to grow.

At the heart of our customer relationships
is our ability to listen to our customers’
needs and respond with tools that help
them succeed.

We sit down one-on-one with customers
every day in our local operating company
offices to go through a structured Business
Review. The key to the success of this pro-
gram is listening to the customer. We identify
a customer's points of pain and together we
find solutions. For an Independent restaura-
teur who may have o be the human resources
department one minute and the chef and
host the next, SYSCQ is a trusted advisor
that can review the situation and offer
knowledge and expertise.

Some recommendations involve SYSCO
products and services; others consist of
professional advice from someane who has
qualified experience in the food business.
Menu planning is an area that customers
have found extremely valuable, especially
in this period of rising food costs. We may
recommend a different cut of meat with less
waste, or a way to rebalance a plate that
offers better nutrition and lower fcod costs,
or & way to take advantage of seasonal or
less familiar fruits and vegetables. With our
advice, a restaurant owner can maintain
quality and improve profitability.

Business Reviews are an investment we
make in many of our best and most promis-
ing customers - and the return is - as these
customers succeed, we succeed with themn.

SYSCO CORPORATION

“So tell me, how is business at your restaurant these

days? Did the results from the market --..
analysis we did last time help improve profitability?”

suggest some different meat cuts or
seafood offerings that are still creative,

Sharon Culligan
Marketing Assaciate

but more cost-effective. In addition, we
can feature the more profitable items .. .

in a more prominent place T
on the menu

“What about cur new Broadleaf
specialty and game meats?
Qur chef here can show you g...cocoeeees ™7
an excellent recipe that
you could use”

"Excellent. Speaking of holidays,
now is a good time to review
your employee benefits program
for the next year, 5YSCO's iCare
program is a great way for -
independent restaurants toget ..
some of the same services that
larger restaurant groups offer,
ingfuding employee benefits and
' business insurance.”

“Absolutely. Looking at our
new routing schedule,

we could deliver at 10 a.m.
each Friday. With our new
delivery system, we can
be much more consistent
in the delivery days

and times,'

. .
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“Thet's terrific. Thank you for your help.”

Adam Siegel

Executive Chef

Bartolotta Restaurant Group
Milwaukee

The recipient of the 2008 James Beard Award as
Best Chef in the Midwest, Adam Siegel is at the
top of the Milwaukee restaurant scene and one
reason the city's tastes are becoming more
upscale, Having worked in the kitchen since he
was 14, Siegel just recently became more involved
in the business end of restaurant management.
$YSCO’s Business Reviews are a valuable tool for
independent restaurateurs like Siegel and Paul
Bartolotta, the restaurants’ owner.

Vanessa Pena
Assistant Manager
Flying Star Cafe
Albuguerque

The Flying Star Cafe has had muitiple Business
Reviews and several mini product shows with
SYSCO Foodservices of Albuguerque. With the
help of the culinary consultants at $Y53C0, the
Flying Star Cafe recently identified two particular
products that have had a great impact on their
menu offering: cage-frae, drug-free eggs and
wild haddeock. Both items have become very
popular on the restaurant’s meny, primarily due
to their high quality and uniqueness, This is just
one of many examples where Business Reviews
and mini product shows have produced good
results for both SYSCO and our custarners,

2008 ANNUAL REPORT
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Our 50,000 associates §tand behind

SYSCO CORPORATION

SYSCO’s performance

Behind the wheel of a semi truck bearing
fresh produce, across the desk solving a
customer's problems, over a hot stove test-
ing recipes, in the field conducting safety
training ~ these are just a few of the places
you will find the 50,000 associates who
make possible the quality that is SYSCO,

The quality of our people is reflected in the
fact that we have a well-tenured manage-
ment team as well as a mix of new talent
who continualiy bring fresh ideas to the
table. The quality of the work climate s
reflected in the 75 percent of associates
who describe themselves as “satisfied” or
“very satisfied” at SYSCO.

At SYSCO, we place a high priority on the
health and well-being of our associates.
This includes extensive training in preferred
work methods for our 21,000 "industrial
athletes” - the drivers and distribution
workers whase roles require physical iabor.
But even our administrative employees
have been known to join in the stretching
and exercise sessions that start each shift
at our distribution facilities. Our focus on
helping our associates keep fit has earned
us designation as a Registered OSHA Best
Site Practice.

To maintain the quality of our team, we
offer a self-nomination process for front-
line employees interested in moving into
supervisory pasitions, and an online univer-
sity that allows all employees to upgrade
their skills in many areas, from fluency in
English to computer applications.

One key to the quality of our team is that
we believe it is a team - working together to
achieve our vision of being the global leader
of the efficient, multi-temperature food
product value chain.

Cathy Henry
Operating Company President

Tara Taylor
De-pal Operator

As President of the East Wisconsin

. gperating company, Cathy's knowl-

edge of her market makes her an
indispensable resource for local
foodservice customers, With

89 Broadline operating companies,
SYSCO is able to customize its
offerings and services to match
local needs.

As a front-line workerin 5YSCO's
newest RDC, Tara is one of the
more than 21,000 “industrial
athletes” who move products
through the distribution system.
She operates a palletizing system
that stacks cases in quantities
that best meet the needs of the
operating companies.



“One key to the qualily of our tearn is that we bélieve it is
a team - working togéther to achieve our vision of being
the global leader of the efficient, multi-temperature food

produdt value chain”
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Glenn Oestreich
Delivery Associate

Mark Patel
Business Review Manager -
Executive Chef

Dennis Carpenter
Qwner
Fiesta's Restaurant

Stephanie Erdman
Business Review Manager

Glenn's truck route makes him a
familiar face to SYSCO customers

as he delivers products. He sees
some customers every day, others
ance a week. A new “green” XY rout-
ing system means that he and other
SYSCO drivers use less fuel to com-
plete their rounds.

15

5YSCO is all about “good foed™ and
Mark helps show customers new
menu and recipe options. Not anly
does SYSCO stay on top of food
trends, but our Business Review
managers also help customers
analyze their menus to reduce
costs and improve profitability.

What is the end goal of every
SYSCO associate? A satisfied,
successful customer like Dennis
Carpenter. Dennis has been a
SYSCO customer for over a decade.

SYS5CQO’s Business Reviews are

an industry-leading practice that
builds strong and lasting customer
relationships. Stephanie and -
other Business Review managers

in Broadline operating companies
across the country are focused on
helping customers succeed by ana-
lyzing their business practices, from
menus to marketing, recommending
improvements that can boost the
bottom line.
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51 Ventures
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Arnall Golden Gregory LLP

Joseph A_Hatner, Ir. (64) *+7
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Retired Chairman and

Chief Executive Officer,
Riviana Foods, Inc,
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Metro AG
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of America
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Computer Generation [nc,
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ACorporate Governance
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*Executive
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SYSCO CORPORATION

DIRECTORS' COUNCIL

The Directors’ Council was established
in 1981 to assist the Board of Directors
in determining management strategies
and policies in order to anticipate
industry trends and respond capably
to customers’ requirements. The
Council is composed of nine company
presidents, representing some of
SYSCO’s most effective operations,
and meets twice yearly.

Thomas C. Barnes

President, 5YSCO Food Services
of Detroit

(Term Expires 2009)

Ronald W, Boatwright
President, Freedman Meat Company
(Term Expires 2008)

Henry P. Jolly

President, SYSCQ Food Services
of Kansas City

(Term Expires 200%)

Catherine J. Kayser

President, 5Y5CQ Food Services
of Seattle

(Term Expires 2008)

Thomas M. Kesteloot
President, SYSCO Intermountain
Food Services, Inc.

{Term Expires 2008}

Douglas H. Ramsay

President, SYSCO Food Services
of Vancgouver, Inc.

(Term Expires 2008)

Edwin W. Solomen

President, SYSCQ Food Services
of West Coast Florida

(Term Expires 2008)

Henry D. Varnell 11l

President, SYSCO Food Services
of Central Florida

(Term Expires 2009)

Joseph H. Wood

President, SYSCO Food Services

of Syracuse
{Term Expires 2009)

OFFICERS

Richard E. Abbey
Vice President, Contract Sales

Joseph R. Barton
Senior Vice President, Sourcing

Cameron L. Blakely
Vice President, Sourcing

Kenneth ). Carrig

Executive Vice President and

Chief Administrative Officer
Sandra G. Carson

Vice President, Safety and

Crisis Management

Robert G. Culak

Vice President, Financial Reparting
and Compliance

Gary W, Cullen

Vice President, Distribution Services
Richard J. Dachman

Vice President, Produce

James M. Danahy

Senior Vice President, Foodservice
Operations (Northeast Region}

Robert J. Davis

Senior Vice President,
Market Development

Twila M. Day

Vice President and

Chief Information Officer
William B. Day

Senior Vice President,
Supply Chain Management
William J. Delaney
Executive Vice President and
Chief Financial Officer

D. Michael Downs

Vice Presidant, Real Estate and
Construction

Kirk G. Drummond

" Senior Vice President of Finance

and Treasurer

G. Mitchell Elmer
Vice President, Cantroller
and Chief Accounting Officer

Albert L. Gayler
Vice President, Industry Relations
and Diversity

Kathy O. Gish
Vice President and
Assistant Treasurer

Michael W, Green

Executive Vice President,
Northeast and North Central U.S.
Foodservice Operations

John D. Holzem
Vice President,
infarmation Technology

James D. Hope
Senior Vice President,
Sales and Marketing

Robert E. Howell
Vice President, Sourcing and
Supply Chain Services

G. Kent Humphries
Senior Vice President,
Canadian Foodservice Gperations

Alan W, Kelso
Vice President, 5YSCQ; Chairman
and CEQ, The SYGMA Netwaork, Inc.

Thomas P. Kurz
Vice President, Deputy General
Counsel and Assistant Secretary

James E. Lankford

Senior Vice President, Foodservice
QOperations {(South Region)

Russell T. Libby

Vice President, Corperate Counsel,
Acquisitions and Real Estate
Andrew L. Malcolm

Vice President, SYSCO; Chairman,
5YSCO"s Specialty Meat Companies
Mark Mignogna

Vice President, Quality Assurance
Gary M. Mills

Vice President, Warehouse and
Delivery Services

Mary Beth Moehring

Vice President, Learning and
Organizational Capability

Jesse E. Morris
Vice President and
Assistant Controller

Charles A. Munn
Vice President, Labor Relations

Gregory W, Neely
Vice President and
Assistant Controller

Michael C. Nichols
Senior Vice President,
General Counsel and
Corporate Secretary

Masao Nishi
Vice President,
Supply Chain Management

Mark A. Palmer
Vice President,
Corporate Communications

Evelyn J. Pulliam
Vice President, Human Resources

Larry G. Pulliam
Executive Vice President,
Global Sourcing and Supply Chain

Thomas P. Randt
Vice President, Employee Relations

Neil A. Russell 1
Vice President, Investor Relations

Richard J. Schnieders
Chairman and Chief Executive Officer

Christopher J, Shepardson
Vice President, Sourcing
Stephen F, Smith

Executive Vice President, South and
Wesl Foodservice Operations

Scott A, Sonnemaker
Senior Vice President, Foodservice
Operations (West Region)

Kenneth F. Spitler
President and Chief Operating Officer

Chartas W. Staes
Senior Vice President, Foodservice
Operations (North Central Region)

Brian M. Sturgeon
Vice President, SYSCO;
President and CEQ, FreshPoint, In¢.

Jeanne-Mey Sun
Vice Prasident, Strategy

Julie O. Swan
Vice President, Finance,
Specialty Businesses

Neil G. Theiss
Vice President,
Supply Chain Management

David L. Valentine
Vice President and
Assistant Controller

Lucas Wagenaar
Vice President,
Information Techneology

Craig G. Watson
Vice President, Quality Assurance
and Agricultural Sustainability

Mark Wisnoski
Vice President, Employee Benelfits

James M. Worrall
Vice President, Contract Sales



Financials

2008 ANNUAL REPORT



(Dollars in thousands
except for per share data)

Results of Qperations
Sales
Cost of sales
Gross margins
Qperating expenses
Qperating income
Interest expense
Other income, net
Earnings betore income taxes
Income taxes
Earnings before cumulative
effect of accounting change
Cumulative effect of
accounting change
Net earnings
Effective income tax rate
Per Commeon Share Data®™
Diluted earnings per share:

Earnings before
accounting change

Cumulative effect of
accounting change
Net earnings
Dividends declared
Shareholders’ equity

Diluted average shares outstanding

Performance Measurements
Pretax return on sales

Return on average
shareholders’ equity

Return on average total capital
(equity plus long-term debt}
Financial Position
Current ratio
Working capital
Other assets
Plant and equipment {net)
Total assets
Long-term debt
Shareholders’ equity
Other Data
Dividends declared
Capital expenditures
Number of employees
Shareholder Data
Closing price of common share
at year end"™
Price/earnings ratio at
year end - diluted™
Market price per common share -
high/low™
Number of shareholders of record
at year end

2008 2007 2006 2005 2004 2003
$ 37522111 $ 35042075 § 32,628,438 § 30,281,914 $§ 29335403 $ 26,140,337
30,327,254 28,284,603 26,337,107 24,498,200 23,661,514 20,979,556
7.194,857 6,757,472 6,291,331 5,783,714 5,673,889 5,160,781
5,314,908 5,048,990 4,796,301 4,194,184 4,141,230 3,836,507
1,879,949 1,708,482 1,495,030 1,589,530 1,532,659 1,324,274
111,541 105,002 109,100 75,060 69,880 72,234
{22,930) {17,735} (9,016} {10,908} {12,365) {8,347)
1,791,338 1,621,215 1,394,946 1,525,436 1,475,144 1,260,387
685,187 620,139 548,906 563,979 567,930 482,099
1,106,151 1,001,076 846,040 951,457 907.214 778,288
- - 9,285 - - -
$ 1,106,151 $ 1,001,076 $ 855,325 $ 961,457 $ 907,214 § 778,288
38.25% 38.25% 39.35% 36.97% 38.50% 38.25%
$ 1.81 § 1.60 $ 135 & 147 % 137 % 118
- - 0.01 - - -
1.81 1.60 1.36 1.47 1.37 1.18
0.85 0.74 0.66 0.58 0.50 0.42
5.68 5.36 4.93 4.39 4.03 3.4
610,970,783 626,366,798 628,800,647 653,157,117 661,919,234 661,535,382
477% 4.63% 4.28% 5.04% 5.03% 4.82%
33% 31% 30% 35% 39% 36%
1% 20% 19% 23% 25% 23%
1.48 1.37 1.36 .16 1.23 1.34
$ 1675690 $ 1,260,457 $ 1173291 § 544,216 § 724,777 % 928,405
2,017,470 2,122,152 2,127,431 1,997,815 1,829,412 1,384,327
2,889,790 2,721,233 2,464,900 2,268,301 2,166,809 1,922,660
10,082,293 9,518,931 8,992,025 8,267,902 7,847,632 6.936,521
1,975,435 1,758,227 1,627,127 956,177 1,231,493 1,248,467
3,408,986 3,278,400 3,052,284 2,758,839 2,664,506 2,197,531
$ 513,693 % 456,438 § 408,264 % 368,792 § 321,353 % 273,852
516,963 603,242 513,934 390,026 530,086 435,837
50,000 50,900 49 600 47,500 47,800 47,400
$ 28.22 § 3299 % 3056 § 3625 § 3480 % 29.55
16 21 23 25 25 25
$ 36-26 & 37-27 % 37-29 % 38-29 % 41-29 % 33-21
13,015 13,657 14,282 15,083 15,337 15,633

Our financial results are impacted by accounting changes and the adoption of various accounting standards. Information regarding these changes is available

in our Annual Reports on Form 10-K for fiscal 2008 and previous years.

MThe data presented reflects the 2-for-1 stock split on December 15, 2000 and March 20, 1998,

S5YSCO CORPORATION




5-Year 10-Year 20-Year
1-Year  Compound Compound Compound
Growth Growth Growth Growth
Rate Rates Rates Rates
2002 2001 2000 1999 1998 2008  2004-2008 1999-2008 1989-2008
§ 23350504 § 21,784,497 $ 19,303,268 $ 17422815 $% 15327536 7% 7% 9% 1%
18,722,163 17,513,138 15,649,551 14,207,860 12,499,636
4,628,341 4,271,359 3,653,717 3,214,955 2,827,900
3,467,379 3,232,827 2,843,755 2,547,266 2,236,932
1,160,962 1,038,632 805,962 667,689 590,968 10 7 12 14
62,897 71,776 70,832 72,839 58,422
{2,805) 101 1,522 963 53
1,100,870 966,655 737,608 593,887 532,493 10 7 13 14
421,083 369,746 283,979 231,616 207,672
679,787 596,509 453,629 362,21 324,827 10 7 13 14
- - (8,041) - {28,053}
s 679,787 & 596,909 ¢ 445588 § 362,271 § 296,768 10 7 14 14
3B.25% 38.25% 38.50% 39.00% 39.00%
k) 101 & 083 § 068 § 054 % 0.47 13 9 14 7
- - {0.01) - {0.04)
1.01 0.88 0.67 0.54 0.43 13 9 15 7
0.34 0.27 0.23 0.20 0.17 15 15 17 21
3.26 3.16 2.60 2N 1.98 6 1 " 19
673,445,783 677,949,351 669,555,866 673,693,338 686,880,362
4.71% 4.44% 3.82% 3.41% 3.47%
3% 3% 29% 27% 22%
21% 21% 17% 16% 14%
1.52 1.37 1.47 1.66 1.61
3 1,082,925 § 772770 % 840,608 % 948,262 % 825,727
1,138,682 960,475 747,463 460,146 449,068
1,697,782 1,516,778 1,340,226 1,227,669 1,151,054
5,989,753 5,362,087 4,730,145 4,081,205 3,780,189
1,176,307 961,421 1,023,642 997,717 867,017
2,132,519 2,100,535 1,721,584 1,394,221 1,326,639 4 g 10 10
3 225,530 % 180,702 % 162,427 § 129,516 § 115,218
416,393 341,138 266,413 286,687 259,353
46,800 43,000 40,400 35100 33,400
3 2722 §$ 2715 § 21.07 % 1538 % 12,75
27 3 N 28 30
$ 30-22 % 30-19 % 22-13 % 16-10 § 14-9
15,510 15,493 15,207 15,485 16,142
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ITEM 1. Business

nu "o

Unless this Form 10-K indicates otherwise or the context otherwise requires, the terms “we,” *our,” “us,” "SYSCO,” or "the company” as
used in this Form 10-K refer to Sysco Corporation together with its consolidated subsidiaries and divisions.

Overview

Sysco Corporation, acting through its subsidiaries and divisions, is the largest North American distributor of food and related products
primarily to the foodservice or "food-prepared-away-from-home"” industry. We provide products and related services to over 400,000
customners, including restaurants, healthcare and educational facilities, lodging establishments and other foodservice customers.

Founded in 1969, SYSCO commenced operations as a public company in March 1970 when the stockhoiders of nine companies
exchanged their stock for SYSCO common stock. Since our formation, we have grown from $115 million to over $37 billien in annual sales,
both through internal expansion of existing operations and through acquisitions. Through the end of fiscal 2008, we have acquired
145 companies or divisions of companies.

SYSCO Corporation is organized under the laws of Delaware. The address and telephone number of our executive offices are 1390
Enclave Parkway, Houston, Texas 77077-2099, (281) 584-1390. This annual report on Form 10-K, as well as all other reports filed or
furnished by SYSCO pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, are available free of charge on 5YSCO's
website at www.sysco.com as soon as reasonably practicable after they are electronically filed with or furnished to the Securities and
Exchange Commission.

Operating Segments

SYSCO provides food and related products to the foodservice or “food-prepared-away-from-home” industry. Under the provisions of
SFAS No. 131, "Disclosures about Segments of an Enterprise and Related Information” (SFAS 131), we have aggregated our operating
companies into a number of segments, of which anly Broadline and SYGMA are reportable segments as defined in SFAS 131, Broadline
operating companies distribute a full line of food products and a wide variety of non-food products to both our traditional and chain
restaurant customers. SYGMA operating companies distribute a full line of food products and a wide variety of non-food products to chain
restaurant customaer locations. “Other” financial information is attributable to our other segments, including our specialty produce, custam-
cut meat and lodging industry products segments and a company that distributes to international customers. Specialiy produce companies
distribute fresh produce and, on a limited basis, other foadservice products. Specialty meat companies distribute custom-cut fresh steaks,
other meat, seafood and poultry. Qur lodging industry products company distributes personal care guest amenities, equipment, house-
keeping supplies, room accessories and textiles to the lodging indusiry. Selected financial data for each of our reportable segments as well as
financial information concerning geographic areas can be found in Note 19, Business Segment Information, in the Notes to Consolidated
Financial Statements in ltem 8.

Customers and Products

The foodservice industry consists of two major customer types — “traditional” and “chain restaurant.” Traditional foodservice
customers include restaurants, hospitals, schools, hotels and industrial caterers. Our chain restaurant customers include regional and
national hamburger, sandwich, pizza, chicken, steak, ethnic and other chain operations.

Services to our traditional foodservice and chain restaurant customers are supported by similar physical facilities, vehicles, material
handling equipment and technigues, and administrative and operating staffs.

The products we distribute include:

« a full line of frozen foods, such as meats, fully prepared entrees, fruits, vegetables and desserts;
» a full line of canned and dry foods;

» fresh meats;

» dairy products;

* beverage products;

+ imported specialties; and

= f{resh produce.

We also supply a wide variety of non-food items, including:

* paper products such as disposable napkins, plates and cups;
* tableware such as china and silverware;

« cookware such as pots, pans and utensils;

= restaurant and kitchen equipment and supplies; and

» cleaning supplies.



2008 2007 2008

Canned and dry products . . . .o Lo e 18% 18% 18%
Fresh and frozenmeats . . ... ... ... ... e 18 19 19
Frozen fruits, vegetables, bakery and other . .. ... ... 14 13 14
DAy PIOOUCTS. . . . oo 11 9 9
POy 10 10 10
Freshproduce. . . ..o 8 9 g
Paper and disposables . . . . ... . e 8 8 8
Seafond . L e 5 5 5
Beverage products . ................ e e e 3 3 3
Janitorial produCtS . . . . o e 3 3 2
Equipment and smallwares . . . . .. ... 2 2 2
Medical SUPPIES . . . . e I B |
100% 100% 100%

|
||
|

* Sales are less than 1% of total

Qur operating companies distribute nationally-branded merchandise, as well as products packaged under our private brands. Products
packaged under our private brands have been manufactured for SYSCO according to specifications that have been developed by our quality
assurance team. In addition, our quality assurance team certifies the manufacturing and processing plants where these products are
packaged, enforces our gquality controt standards and identifies supply sources that satisfy our requirements.

We believe that prompt and accurate delivery of orders, close contact with customers and the ability to provide a full array of products
and services to assist customers in their foodservice operations are of primary importance in the marketing and distribution of products to
traditional customers. Our operating companies offer daily delivery to certain customer locations and have the capability of delivering
special orders on short notice. Through our more than 14,000 sales and marketing reoresentatives and support staff of SYSCO and our
operating companies, we stay informed of the needs of our customers and acquaint them with new products and services. OQur operating
companies alsa provide ancillary services relating to foodservice distribution, such as providing customers with product usage reports and
other data, menu-planning advice, food safety training and assistance in inventory control, as well as access to various third party services
designed to add value to our customers’ businesses.

No single customer accounted for 10% or more of our total sales for the fiscal year ended June 28, 2008.

Our sales to chain restaurant customers consist of a variety of food products. We believe that consistent product quality and timely and
accurate service are important factors when a chain restaurant selects a foodservice supplier. One chain restaurant customer {Wendy's
International, Inc.) accounted for 5% of our sales for the fiscal year ended June 28, 2008. Although this customer represents approximately
34% of the SYGMA segment sales, we do not believe that the loss of this customer would have a material adverse effect on SYSCQO as a
whole.

Based upon available information, we estimate that sales by type of customer during the past three fiscal years were as follows:

Type of Customer 2008 2007 2006
Restaurants . . . ... e 63% 64% 63%
Hospitals and nurSing homes . . . . ... e e 10 10 10
Schools and Colleges . . . L. e e 5 5 5
Hotels and motels . . . . . e 6 6 6
ORET . . e _@ 15 _16
L= 1 100% 100% 100%

Sources of Supply

We purchase from thousands of suppliers, both domestic and international, none of which individually accounts for more than 10% of
our purchases. These suppliers consist generally of large corporations selling brand name and private label merchandise, as well as
independent regional brand and private label processors and packers. Generally, purchasing is carried out through centrally developed
purchasing programs and direct purchasing programs established by our various operating companies. We continually develop relationships
with our suppliers.

SYSCO's Baugh Supply Chain Cooperative, Inc. (BSCC) administers a consolidated product procurement program designed to develop,
oblain and ensure consistent quality food and non-food preducts. The program covers the purchasing and marketing of SYSCO Brand
merchandise as well as producis from a number of nationa! brand suppliers, encompassing substantially all product lines. SYSCO's
operating companies purchase product from the suppliers participating in the cooperative’s programs and from other suppliers, although
SYSCO Brand products are only available to the operating companies through the cooperative's programs.

SYSCO's National Supply Chain group is focused on increasing profitability by lowering aggregate inventory levels, operating costs, and
future facility expansion needs at our broadline operating companies while providing greater value to our suppliers and customers.



regional distribution centers which aggregate inventory demand to optimize the supply chain activities for certain products for all SYSCO
breadline operating companies in the region. We currently expect to build five to seven redistribution centers (RDCs). The first of these
centers, the Northeast RDC located in Front Rovyal, Virginia, has been operational since the third quarter of fiscal 2005. A secand RDC
located in Alachua, Florida became operational in the fourth quarter of fiscal 2008. In fiscal 2009, we intend to service additional broadline
companies from our existing RDCs. The second initiative is the naticnal transportation management initiative, which provides the capability
to view and manage all of SYSCO's inbound freight, both to RDCs and the operating companies, as a network and not as individual focations.
This allows us to better consolidate inbound freight. Fiscal 2008 was the first full year we operated under this initiative, and we will continue
to refine our execution in the future. The third initiative is the national implementation of demand planning and inventory management
software. Tnis initiative is strategically important in that it creates the foundation to effectively execute new supply chain processes,
including redistribution, as well as efficiently manage our inventory assets. In fiscal 2008, we continued to improve this software and
implemented it at additional broadline companies.

Working Capital Practices

Qur growth is funded through a combination of cash flow from eperations, commercial paper issuances and long-term borrowings. See
the discussion in Liquidity and Capital Resources under Management's Discussion and Analysis of Financial Condition and Results of
Operations at ltem 7 regarding our liquidity, financial position and sources and uses of funds.

Credit terms we extend to our customers can vary from cash on delivery to 30 days or more based on our assessment of the customers’
credit risk. We monitor the customers’ accounts and will suspend shipments to customers if necessary.

A majority of our sales orders are filled within 24 hours of when the customers’ orders are placed. We generally maintain inventory on hand to
be able to meet customer demand. The level of inventory on hand will vary by product depending on shelf-life, supplier order fulfillment lead times
and customer demand. We also make purchases of additional volumes of certain products based on supply or pricing opportunities.

We take advantage of suppliers’ cash discounts where appropriate and otherwise generally receive payment terms from our suppliers
ranging from weekly to 20 days or more.

Corporate Headquarters’ Services

Our corparate staff makes available a number of services to our operating companies. Members of the corporate staff possess
experience and expertise in, among other areas, accounting and finance, treasury, cash management, information technology, employee
benefits, engineering, risk management and insurance, sales and marketing, payroll, human resources, training and development, infor-
maticn technology and tax compliance services. The corporate office alsc makes available warehousing and distribution services, which
provide assistance in operationat best practices including space utilization, energy conservation, fleet management and work flow.

Capital Improvements

To maximize productivity and customer service, we continue to construct and modernize our distribution facilities. During fiscal 2008, 2007
and 2006, approximately $515,963,000, $603,242,000 and $513,934,000 respectively, were invested in facility expansions, fleet additions and
other capital asset enhancements. The lower amount spent in fiscal 2008 was primarily due to delays on certain projects that will shift significant
expenditures to fiscal 2009. As a result, we estimate our capital expenditures in fiscal 2009 should be in the range of $675,000,000 to
$725,000,000. During the three years ended June 28, 2008, capital expenditures were financed primarily by internally generated funds, our
commercial paper program and vank and other borrowings. We expect to finance our fiscal 2009 capital expanditures from the same sources.

Employees

As of June 28, 2008, we had approximately 50,000 full-time employees, approximately 17% of whom were represented by unions,
primarily the International Brotherhood of Teamsters. Contract negotiations are handled by each individual operating company. Approx-
imately 21% of our union employees are covered by collective bargaining agreements which have expired or will expire during fiscal 2009,
We consider our labor relations to be satisfactory.

Competition

SYSCO's business environment is competitive with numerous companies engaged in foodservice distribution. Cur customers may also
choose {0 purchase products directly from retail outlets. While competition is encountered primarily from local and regional distributors, a few
companies compete with us on a national basis. We believe that the principal competitive factors in the foodservice industry are effective customer
contacts, the ability to deliver a wide range of quality products and related services on a timely znd dependable basis and competitive prices. We
estimate that we serve about 16% of an approximately $231 billion annual market that includes the foodservice market in the United States and
Canada and the hotel amenity, furniture and textile markets in the United States, Canada, Europe and Asia. We believe, based upon industry trade
data, that our sales to the United States and Canada “food-prepared-away-from-home” industry were the highest of any foodservice distributor
during fiscal 2008, While adequate industry statistics are not available, we believe that in most instances our local operations are among the
leading distributors of food and related non-food products to foodservice customers in their respective trading areas. We believe our competitive




presence In the United states and Lanada, walch allows us 1o minimize the impact of regional eCconomic deciings. vve are the only publicly-traded
distributor in the "food-prepared-away-from-home” industry in the United States. While our public company status provides us with some
advantages, including access to capital, we believe it also provides us with some disadvantages that our competitors do not have in terms of
additional costs related to complying with regulatory requirements.

Government Regulation

As a marketer and distributor of food preducts, we are subject to a number of statutes governing the manufacture, storage, transport,
and sale of food products in the United States and Canada. The principal statutes are the U.S. Federal Food, Drug and Cosmetic Act and
regulations promulgated thereunder by the U.S. Food and Drug Administration (FDA), as well as the Canadian Food and Drugs Act and the
regulations thereunder.

The FDA regulates manufacturing and holding requirements for foods through its manufacturing practice regulations, specifies the
standards of identity for certain foods and prescribes the format and content of certain information required to appear on food product
labels, For certain product lines, we are also subject to the Federal Meat Inspection Act, the Poultry Products Inspection Act, the Perishable
Agricultural Commodities Act, the Packers and Stockyard Act and regulations promulgated thereunder by the U.S. Department of
Agriculture (USDA). The USDA imposes standards for product quality and sanitation including the inspection and lzbeling of meat and
poultry products and the grading and commercial acceptance of produce shipments from our suppliers. We are also subject to the Federal
Trade Commission Act, which governs food advertising and the Public Health Security and Bioterrorism Preparedness and Response Act of
2002 and the regulations promulgated thereunder, which establish certain registration, import notification and record keeping requirements
on facilities that manufacture, process, pack or hold food for human or animal consumption,

in Canada, the Canadian Food Inspection Agency administers and enforces tha food safety and nutritional quality standards established
by Health Canada under the Canadian Feod and Drugs Act and under other related federal legislation, including the Canada Agricultural
Products Act, the Meat Inspection Act, the Fish Inspection Act and the Consumer Packaging and Labeling Act (as it relates to food). These
laws regulate the processing, storing, grading, packaging, marking, transporting and inspection of certain SYSCO product lines as well as the
packaging, labeling, sale, importation and advertising of pre-packaged and certain other products.

We and our products are also subject to state, provincial and local regulation through such measures as the licensing of our facilities;
enforcement by state, provincial and local health agencies of state, provincial and local standards for our products; and regulation of our
trade practices in connection with the sale of our products. Qur facilities are subject to inspections by FDA and USDA, as well as inspections
and regulations issued pursuant to the U.S. Occupational Safety and Health Act by the U.S. Department of Labor, together with similar
occupational health and safety laws in each Canadian province. These regulations reguire us to comply with certain manufacturing, health
and safety standards to protect our employees from accidents and to establish hazard communication programs to transmit information on
the hazards of certain chemicals present in products we distributa.

We are also subject to regulation by numerous U.S. and Canadian federal, state, provincial and local regulatory agencies, including, but
not limited to, the U.S. Equal Employment Opportunrity Commission, the U.S, Department of Labor and each Canadian provincial ministry of
labour, which set employment practice standards for workers, and the U.S. Department of Transportation and the Canadian Transportation
Agency, which regulate transportation of perishable and hazardous materials and waste, and similar state, provincial and local agencies.

Most of our distribution facilities have ammonia-based refrigeration systems and tanks for the storage of diesel fuel and other
petroleum products which are subject to laws regulating such systems and storage tanks, as well as laws regulating the handling and release
of these substances. Our facilities also have large areas of impermeable surface for parking and staging of vehicles and therefore are
potentially subject to federal, state, provincial and local laws and regulations covering storm water run-off. Other U.S. and Canadian federal,
state, provincial and local provisions relating to the protection of the environment or the discharge of materials do not materially impact the
vse or operation of our facilities.

Compliance with these laws has not had, and is not anticipated to have, a material effect on our capital expenditures, earnings or
competiiive posifion.
General

We have numerous trademarks which are of significant importance to the company. We believe that the loss of the SYSCO(R)
trademark would have a material adverse effect on cur results of operations.

We are not engaged in material research and development activities relating to the development of new products or the improvement
of existing products.

Our sales do not generally fluctuate significantly on a seasonal basis; therefore, the business of the company is not deemed to be
seasonal.

As of June 28, 2008, we operated 180 distribution facilities throughout the United States and Canada.



Increased Fuel Costs and Increased Inflation Have Increased our Costs and We May Not Be Able to Compensate for Such increased Costs

Increased fuel costs have had a negative impact on our fiscal 2008 results of operations. The high cost of fuel has increased the price
paid by us for products as well as the costs incurred by us te deliver products to our customers. Although we have been able to pass along a
portion of our increased fuel costs to our customers, there is no guarantee that we can continue to do so. in addition, prolonged periods of
product cost inflation may have a negative impact on our profit margins and earnings to the extent that we are unable to pass on such
product cost increases. Qur estimate for the inflation in SYSCO's cost of goods was 6.0% in fiscal 2008, compared to 3.4% in fiscal 2007
and 0.6% in fiscal 2006. If fuel costs and product costs continue to increase, we may experience difficulties in passing all or a portion of
these costs along to our customers, which may have a negative impact on our business and our profitability.

Inflation, Rising Fuel Costs and Other Economic Conditions are Affecting Consumer Confidence, which is Currently Adversely Impacting our Busi-
ness and We Currently Expect These Conditions to Continue into Fiscal 2009

The focdservice distribution industry is characterized by reiatively high inventory turnover with relatively low profit margins and the
foodservice industry is sensitive to national and regional economic conditions. Inflation, increases in fuel costs and ather general economic
conditions have negatively affected consumer confidence and discretionary spending in fiscal 2008. This has led to reductions in the
frequency of dining out and the amount spent by consumers for food prepared away from home and can also result in reduction of sales
volumes, competitive price pressures, difficulties in collecting accounts receivable, increases in our product costs and increases in delivery
costs. These conditions have, in turn, negatively impacted our sales, as noted by declining rate of sales growth fram 8.5% in the first quarter
of fiscal 2008 to 5.4% in the fourth quarter of fiscal 2008, and have also negatively impacted our operating results for fiscal 2008. These
conditions are expected to continue to negatively impact qur resulis for the foreseeable future.

Conditions Beyond our Control can Interrupt our Supplies and Increase our Product Costs

We obtain substantially all of our foodservice and related products from third party suppliers. For the most part, we do not have long-
term contracts with our suppliers committing them to provide praducts to us. Although our purchasing volume can provide leverage when
dealing with suppliers, suppliers may not provide the foodservice products and supplies needed by us in the quantities and at the prices
requested. Because we do not control the actual production of the products we sell, we are also subject to delays caused by interruption in
production and increases in product costs based on conditions cutside of our controf, These conditions include work slowdowns, work
interruptions, strikes or other job actions by employees of suppliers, weather, crop conditions, transpartation interruptions, unavailability of
fuel or increases in fuel costs, competitive demands and natural disasters or other catastrophic events (including, but not limited to food-
borne illnesses in the United States and Canada). Our inability to obtain adequate supplies of our foodservice and related products as a result
of any of the foregoing factors or otherwise could mean that we could not fulfill our obligations to customers, and customers may turn to
other distributors.

Taxing Auvthorities May Successfully Chellenge our Baugh Supply Chain Cooperative Structure

The Baugh Supply Chain Cooperative (BSCC) administers a consalidated product procurement program to develop, obtain and ensure
consistent quality food and non-food products. BSCC is a cooperative taxed under subchapter T of the United States Internal Revenue Code.
We believe that the deferred tax liabilities resulting from the business operations and legal ownership of BSCC are appropriate under the tax
laws. However, if the application of the tax laws to the cooperative structure of BSCC were to be successfully challenged by any federal, state
or local tax authority, we could be required to accelerate the payment of all or a portion of our income tax liabilities associated with BSCC
that we otherwise had deferred until future periods. In that event, we would be liable for interest on such amounts. As of June 28, 2008, we
have recorded deferred income tax liabilities of $1,054,190,000 related to the BSCC supply ¢hain distributions. This amount represents the
income tax liabilities related to BSCC that were accrued, but the payment had been deferred as of June 28, 2008, In addition, if the IRS or any
other taxing authority determines that all amounts since the inception of BSCC were inappropriately deferred or that BSCC should have been
a taxable entity, we estimate that in additian to making a current payment for amounts previausly deferred, as discussed above, we may have
additional liability, representing interest that would be payable on the cumulative deferred balances ranging from $290,000,000 to
$320,000,000, prior tc federal and state income tax benefit, as of lune 28, 2008. We calculated this amount based upon the amounts
deferred since the inception of BSCC applying the applicable jurisdictions’ interest rates in effect each period. The IRS, in connection with its
audit of our 2003 and 2004 federal income tax returns, proposed adjustments related to the taxability of the cooperative structure. We are
vigorously protesting these adjustments. We have reviewed the merits of the issues raised by the IRS and conciuded the measurement
model of FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes — an Interpretation of FASB Statement No. 109”
required us to provide an accrual for a portion of the interest exposure. If a taxing autharity requires us ta accelerate the payment of these
deferred tax liabilities and to pay related interest, if any, we may be required to raise additional capital through debt financing or the issuance
of equity or we may have to forego share repurchases or defer planned capital expenditures or a combination of these items.



Because a substantial part of our growth historically has been the result of acquisitions and capital expansion, our continued growth
depends, in large part, an our ability to continue this expansion. As a result, our inability to finance acquisitions and capital expenditures
through borrowed funds could restrict cur ability to expand. Moreover, any default under the documents governing our indebiedness could
have a significant adverse effect on our cash flows, as well as the market value of our common stock. Further, our leveraged position may
also increase our vulnerability to competitive pressures.

Product Liability Claims Could Materially Impact our Business

We, like any other seller of food, face the risk of exposure to product liability claims in the event that the use of products sold by SYSCO
causes injury or illness. With respect to product liability claims, we believe we have sufficient primary or excess umbrella liability insurance.
However, this insurance may not continue to be available at a reasonable cost or, if available, may not be adequate to cover all of our
liabilities. We generally seek contractual indemnification and insurance coverage from parties supplying our products, but this indem-
nification or insurance coverage is limited, as a practical matter, to the creditworthiness of the indemnifying party and the insured limits of
any insurance provided by supphiers. If SYSCO does not have adequate insurance or contractual indemaification available, product liability
relating to defective products could materially reduce our net earnings and earnings per share.

Adverse Publicity Could Negatively Impact our Reputation and Reduce Earnings

Maintaining a good reputation is critical to our business, particularly to seliing SYSCO Brand products. Anything that damages that
reputation, whether or not justified, including adverse publicity about the quality, safety or integrity of our products, could quickly affect our
revenues and profits. Reports, whether true or not, of food-borne illnesses, such as e-coli, avian flu, bovine spongiform encephalopathy,
hepatitis A, trichinosis or salmonella, and injuries caused by food tampering could also severely injure our reputation. If patrons of our
restaurant customers become ill from food-borne ilinesses, our customers could be forced to temporarily close restaurant locations and our
sales would be correspondingly decreased. In addition, instances of food-borne ilinesses or food tampering or ather health concerns, even
those unrelated to the use of SYSCO products, can result in negative publicity about the food service distribution industry and cause our
sales to decrease dramatically.

Foilure to Successfully Renegatiate Union Contracts Could Result in Work Stoppages

Asof June 28, 2008, approximately 8,700 employees at 54 operating companies were members of 57 different local unions associated
with the International Brotherhood of Teamsters and other labor organizations. In fiscal 2009, 14 agreements covering approximately
1,900 employees have expired or will expire. Failure of the operating companies to effectively renegotiate these contracts could result in
work stoppages. Although our operating subsidiaries have not experienced any significant labor disputes or work stoppages to date, and we
believe they have satisfactory relationships with their unions, a work stoppage due to failure of multiple operating subsidiaries to renegotiate
union contracts could have a material adverse effect on us.

A Shortage of Qualified Labor Could Negatively Impact our Business and Materielly Reduce Earnings

Our operations rely heavily on our employees, particularly drivers, and any shortage of gualified labor could significantly affect our
business. Qur recruiting and retenticn efforts and efforts to increase productivity gains may not be successful and there may be & shortage of
qualified drivers in {uture periods. Any such shortage would decrease SYSCO's ability to effectively serve our customers. Such a shortage
would also likely lead to higher wages for employees and a corresponding reduction in our net earnings.

We may be Required to Pay Materiai Amounts Under Multi-Employer Defined Benefit Pension Plans

We contribute to several multi-employer defined benefit pension plans based on obligations arising under collective bargaining
agreements covering union-represented employees. Approximately 12% of our current employees are participants in such mutti-employer
plans. In {iscal 2008, our total contributions to these plans were approximately $35,040,000.

We do not directly manage these multi-employer plans, which are generally managed by boards of trustees, half of whem are appointed
by the unions and the ather half by other contributing employers to the plan. Based upon the information available to us from plan
administrators, we believe that some of these multi-employer plans are underfunded due partially to a decline in the value of the assets
supporting these plans, a reduction in the number of actively participating members for whom employer contributions are required, and the
level of benefits provided by the plans. In addition, the Pension Protection Act, enacted in August 2006, requires underfunded pension plans
to improve their funding ratios within prescribed intervals based on the level of their underfunding. As a result, our required contributions to
these plans may increase in the future,

Under current law regarding multi-employer defined benefit pfans, a plan's termination, our voluntary withdrawal, or the mass
withdrawal of all contributing employers from any underfunded multi-employer defined benefit plan would require us to make payments to
the plan for cur proportionate share of the multi-employer plan’s unfunded vested liabilities. Based on the information available from plan
administrators, we estimate that our share of withdrawal liability on most of the multi-employer plans we participate in, some of which



2008. In addition, if a multi-employer defined benefit plan fails to satisfy certain minimum funding requirements, the IRS may impose a
nendeductible excise tax of 5% on the amount of the accumulated funding deficiency for those employers contributing to the fund.
Requirements to pay such increased contributions, withdrawal liability, and excise taxes could negatively impact our liquidity and results of
operations.

Product Cost Deflation May also Adversely impact Future Operations

Although we are currently experiencing a period of product cost inflation, our business may also be adversely impacted by periods of
prolonged product cost deflation. We make a significant portion of our sales at prices that are based on the cost of products we seli plus a
percentage markup. As a result, our profit levels may be negatively impacted during periods of product cost deflation, even theugh our gross
profit percentage may remain relatively constant.

We Must Finance and Integrate Acquired Businesses Wisely

Historically, a portion of our growth has come through acquisitions. If we are unable to integrate acquired businesses successfufly or
realize anticipated economic, operational and other benefits and synergies in a timely manner, our earnings per share may decrease.
Integration of an acquired business may be more difficult when we acquire a business in a market in which we have limited or no expertise, or
with a culture different from SYSCO's. A sighificant expansion of our business and operations, in terms of geography or magnitude, could
strain our administrative and operational resources. Significant acquisitions may also require the issuance of material additional amounts of
debt or equity, which could materially alter our debt to equity ratio, increase our interest expense and decrease earnings per share, and make
it difficult for us to cbtain favorable financing for other acquisitions or capital investments.

Expanding into International Markets Presents Unique Chalienges, and our Expansion Efforts and International Cperations may not be
Successful

In addition to our domestic activities, an element of our strategy includes expansion of operations into new international markets. Our
ability to successfully operate in intermational markets may be adversely affected by local laws and customs, legal and regulatory
constraints, including compliance with the Foreign Corrupt Practices Act, political and economic conditions and currency regulations of the
countries or regions in which we currently operate or intend to operate in the future. Risks inherent in our existing and future international
operations also include, among others, the costs and difficulties of managing international operations, difficulties in identifying and gaining
access to local suppliers, suffering possible adverse tax conseguences, maintaining product quality and greater difficulty in enforcing
intellectual property rights. Additionally, foreign currency exchange rates and fluctuations may have an impact on cur future costs or on
future cash flows from our international cperations.

Qur Preferred Stock Provides Anti-Takeover Benefits that may not be Beneficial to Stockholders

Under our Restated Certificate of Incarporation, SYSCO's Baard of Directors is authorized to issue up to 1,500,000 shares of preferred
stack without stockholder approval. Issuance of these shares could make it more difficult for anyene to acquire SYSCO without approval of
the Board of Directors, depending on the rights and preferences of the stock issued. In addition, if anyone attempts to acquire SYSCO
without approval of the Board of Directors of SYSCQ, the existence of this undesignated preferred stock could allow the Board of Directors to
adopt a shareholder rights plan without obtaining stockholder approval, which could result in substantial dilution to a potential acquirer. As a
result, hostile takeover attempts that might result in an acquisition of SYSCO, that could otherwise have been financially beneficial to our
stockholders, could be deterred. )

Technotogy Dependence Could have a Material Negative Impact on our Business

Qur ability to decrease costs and increase profits, as well as our ability to serve customers most effactively, depends on the reliability of
our technology network. We use software and other technology systems, among cther things, to load trucks in the maost efficient manner to
optimize the use of storage space and minimize the time spent at each stop. Any disruption to these computer systems could adversely
impact our customer service, decrease the volume of our business and result in increased costs, While SYSCO has invested and continues to
invest in technology security initiatives and disaster recavery plans, these measures cannot fully insulate us fram technology disruption that
could result in adverse effects on operations and profits.

Item 1B. Unresolved Staff Comments

None.




The table below shows the number of distribution facilities occupied by SYSCO in each state or province and the aggregate square

footage devoted to cold and dry storage as of lune 28, 2008.

Cold Storage  Dry Storage
Number of {Thousands {Thousands  Segments
Location Facilities Square Feet}  Square Feet} Served*
Alabama . . . e e e 2 184 228 BL
AlBSKE . . . e } 43 26 BL
ALIZONE . . . . e e e e 2 125 104 BL,O
ATKANSES. . . ot e e e e e e 2 132 87 BL.O
California . .. .. e 17 1,037 1,081 BL,S,O
Colorado . . . . o e 4 313 214 BL,S,O
CONMNECHCUL . .\ o ottt e e e e e e e e e 2 1565 112 BL,O
Districtof Columbia. . . . ... e 1 22 3 0
Flomida . .. . e e e 16 1,283 1,049 BL,S,O
GOIGIA. . . . . e 6 289 511 BL,S.O
Hawaii . .o e 1 —_ 11 8]
B0 . s e e 2 84 88 BL
OIS, o o e 6 302 404 BL,S.0O
INAIBNE . . . e e 2 100 126 BL,O
OV . .« v v e e e 1 93 95 BL
[ T =Y 1= 2P O 1 177 171 BL
KeNTUCKY . e ] 92 106 BL
LOUISIANG © o o o o et et e e e i 134 113 BL
Maine. . . o e 1 59 50 BL
Maryland . ... s 3 290 288 BL,O
MassachusSetts . . . . . o 2 162 213 BL,S
MIChIGAN. . Lt e 5 265 389 BL,S.O
MINNESOIA . . o o e e 2 163 134 BL
MiSSISSIPDI . . . e 1 95 69 BL
MISSOUN . . o . ot e e e 2 107 95 BL,S
MONTaNa . . . . o o e e e 1 120 109 BL
NEBIaSKE . . o e e e 1 74 108 BL
NEVAAE. . . . . e e 3 219 125 BL,O
New JBISBY . . .. e 3 159 373 BL.O
New MEXiCO . . . v e e e e 1 120 108 BL
NEW YOTK . . . e e e 3 284 352 BL
North Caroling . . . . . oo e 7 326 497 BL,S.0
North Dakota . . .. . e e 1 37 63 BL
OO . . o e e 10 488 559 BL,S,C
OKlaROME . . . . e e e 4 145 125 BL,S.O
OrEGOM . . . o o 3 143 141 BL,S.C
Pennsylvania. . . . . .. e e 4 287 314 BL,S
South Caroling. . . . .. e 1 151 98 BL
TEMIIESSEE . o o ot e e e 5 383 460 BL,O
TOXAS .« . ot e e e 18 932 947 BL,S.O
{1017 T G 1 120 107 BL
MIFQINIA . L o e 3 510 402 BL.O
Washington .. ... . e e 1 134 92 BL
WISCONSIN . . e 2 284 254 BL
Alberta, Canada. . . . .. . 2 195 178 BL
British Columbia, Canada . . . ... ... . . . 6 214 266 BL.O
Manitoba, Canada . .. ..., . .. 1 58 46 BL
New Brunswick, Canada . ... . ... .. .. ... . 2 48 56 BL
Newfoundland, Canada . ... ... ... i e 1 33 22 BL
Nova Scotia, Canada . . .. ... .. . e 1 33 45 BL
Ontario, Canada . . .. . . e 9 430 347 BL,O
Quebec, Canada . . .. ... e 1 36 63 BL
Saskatchewan, Canada ... ...... . ... ... . e 1 39 45 BL
TOtal . e 180 11,708 12,067

- Segments served include Broadline (BL), SYGMA (5) and Other (Q).

We own approximately 19,318,000 square feet of our distribution facilities (or 81.3% of the total square feat), and the remainder is
occupied under leases expiring at various dates from fiscal 2009 to fiscal 2023, exclusive of renewal options. Certain of the facilities owned
by the company are subject to industrial revenue bond financing arrangements totaling $15,473,000 as of June 28, 2008. Such industrial

revenue bond financing arrangements mature at various dates through fiscal 2026.

We own our approximately 625,000 square foot headquarters office complex in Houston, Texas.



aggregate accounted for approximately 5.3% of fiscal 2008 sales) are operating near capacity and we are currently constructing expansions
or replacements ior these distribution facilities.

As of June 28, 2008, our fleet of approximately 9,100 delivery vehicfes consisted of tractor and trailer combinations, vans and panel
trucks, most of which are either wholly or partially refrigerated for the transportation of frozen or perishable foods. We own approximately
87% of these vehicles and 'ease the remainder.

Wtem 3. Legal Proceedings

We are engaged in various fegal proceedings which have arisen in the normal course of business but have not been fully adjudicated.
These proceedings, in our opinion, will not have a material adverse effect upon our consolidated financial position or results of operations
when ultimately concluded.

Item 4. Submission of Matters to a Vote of Security Holders

None.

PART It

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Repurchases of Equity Securities

The principal market for SYSCO's common stock (SYY) is the New York Stock Exchange. The table below sets forth the high and low
sales prices per share for our common stock as reported on the New York Stock Exchange Composite Tape and the cash dividends declared
for the periods indicated.

Common Stock Prices %;Lc:aerl%s
High Low Per Share
Fiscal 2007:
First QUaNBI . . . $ 3415 ¢ 2650 & 0.7
Second QUAMET. . . . .. o 37.04 32.35 0.19
Third Quarter . . ... . 36.74 31.34 0.19
Fourth Quarter . ... .. . e 34.95 31.64 0.19
Fiscal 2008:
First Quarter . .. ......... ... e $ 3867 § 3005 $ 019
Second QUarter. . .. .. e 35.90 30.93 0.22
Third Quarter . . .. e e 31.65 26.45 0.22
Fourth QUarter . . ... e e e 31.84 27.65 0.22
The number of record owners of SYSCO's common stock as of August 13, 2008 was 12,961,
We made the following share repurchases during the fourth quarter of fiscal 2008:
ISSUER PURCHASES OF EQUITY SECURITIES
{c) Total Number
of Shares
Purchased {d) Maximum Number
as Part of of Shares That May Yet
{a) Total Number (b} Average Price  Publicly Announced be Purchased Under
Period of Shares Purchased{1} Paid Per Share Plans or Programs the Plans or Programs
Month #1
March 30 — April 26 . .. ... ... — $ — — 6,337,800
Month #2
April 27 —May 24, ... ... ..., 17,042 31.12 — 6.337,800
Month #3
May 26— June 28 . ...... . .. 22,010 31.51 = 6,337,800
Total .. ... . 39,052 $ 31.34 — 6,337,800

(1) The total number of shares purchased includes zero, 17,042 and 22,010 shares tendered by individuals in connection with stock option exercises
in Month #1, Month #2 and Month #3, respectively.

On November 10, 2005, we announced that the Board of Directors approved the repurchase of 20,000,000 shares. Pursuant to the
repurchase program, shares may be acquired in the open market or in privately negotiated transactions at the company's discretion, subject
to market conditions and other factors.

In July 2004, the Board of Direciers authorized us to enter inic agreements from time to time to extend our ongoing repurchase
program te include repurchases during company announced “blackout periods” of such securities in compliance with Rule 10b5-1
promulgated under the Exchange Act.



The following performance graph and related informaticn shall not be deemed “soiiciting material” or to be “filed” with the Securities and
Exchange Commission, nor shall such information be incorporated by reference into any future filing under the Securities Act of 1933 or the Securities
Exchange Act of 1934, each as amended, except to the extent that the Company specifically incorporates such information by reference into such filing.

The following stock performance graph compares the performance of SYSCO's Common Stock to the S&P 500 Index, to the 5&P 500
Food/Staple Retail Index and to a peer group, the “old peer group,” for SYSCQ's last five fiscal years. The members of the old peer group were
Nash Finch Company, Supervaly, Inc. and Performance Food Group Company. Each of these companies was chosen because it was a
publicly held corparation with food distribution operations similar in some respects to our operations; however, Performance Food Group
Company ceased to be a public company in May 2008 and Nash Finch is not comparable in size and scope of operations to SYSCO. As a
result, for future comparisons, SYSCQ intends to replace this peer group with the S&P 500 Food/Staple Retail Index, which is maintained by
Standard & Poor's Corporation and is composed of Costco Wholesale Corp., CV5 Caremark Corporation, The Kroger Co., Safeway Inc,
Supervaly, Inc., S¥YSCO Corporation, Wal-Mart Stores, Inc., Walgreen Company and Whole Foods Market, Inc. This index was chosen to
more closely match SYSCQO's revenue size, market capitalization and markets served,

The returns of each member of the old peer group are weighted according to each member's stock market capitalization as of the
beginning of each period measured. Performance Food Group Company ceased to be a public company during May 2008, As a result, we
used the closing price of this company's common stock on its last day as a publicly traded company as its June 28, 2008 per share value in
the graph below. The graph assumes that the value of the investment in our Common Stock, the S&P 500 Index, the S&P 500 Food/Staple
Index and the old peer group was $100 on the last trading day of fiscal 2003, and that all dividends were reinvested. Except as provided
above with respect to Performance Food Group, performance data for SYSCO, the S&P 500 Index, the S&P 500 Food/Staple Retail Index
and for the old peer group is provided as of the last trading day of each of our last five fiscal years.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN
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* Peer Group includes Supervalu, Nash Finch and Performance Food Group (As of June 28, 2008, Performance Food Group is valued at its
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Fiscal Year

2004
2008 2007 2006 2005 {53 Weeks)
{In thousands except for share data)

Sales . .......... e $ 37,622,111 $ 350420756 $ 32,628,438 $ 30,281,914 $ 29,335,403
Earnings before income taxes .. .. .. ... 1,791,338 1,621,215 1,394,946 1,525,436 1,475,144
Incometaxes . .................... 685,187 620,139 548,906 563,979 567,930
Earnings before cumulative effect of

accountingchange. .. ............. 1,106,151 1,001,076 846,040 961,457 807,214
Cumulative effect of accounting change . . — — 9,285 — —
Netearmings. . .................... $ 1,108,151 $ 1,001,076 $ 855,325 § 961,457 § 907,214
Earnings before cumulative effect of

accounting change:

Basic earnings per share ... ... ... .. 3 183 % 162 $ 1.36 § 151 § 1.41

Diluted earnings pershare . . ... ... .. 1.81 1.60 1.35 1.47 1.37
Net earnings:

Basic earnings per share .. ... ... ... 3 183 § 162 % 138 $ 151 % 1.41

Diluted earnings per share . . ... ... .. 1.81 1.60 1.36 1.47 1.37
Dividends declared per share. . .. ... ... 0.85 0.74 0.66 0.58 0.50
Totalassets . ..................... $ 10,082,293 $ 9518931 $ 8992025 § 8267902 $ 7,847632
Capital expenditures . ... ... ......... 515,963 603,242 513,934 390,026 530,086
Current maturities of long-term debt. . . . . kS 4896 % 3,568 % 106,266 § 410,933 $ 162,833
Longtermdebt. . .................. 1,975,435 1,758,227 1,627,127 956,177 1,231,493
Total long-termdebt . ............. .. 1,980,331 1,761,795 1,733,392 1,367,110 1,394,326
Shareholders' equity . .. ... ... ... .. .. 3,408,986 3,278,400 3,052,284 2,758,839 2,564,506
Total capitalization. . ............... . $ 5389317 $§ 5040195 § 4785676 $ 4125949 § 3,958,832

Ratic of long-term debt to capitalization . . 36.8% 35.0% 36.2% 33.1% 35.2%

Our financial results are impacted by accounting changes and the adoption of various accounting standards. See "Accounting Changes” in
Item 7 for further discussion.

[¢)]

We adopted the provisions of SFAS 123(R), “Share-Based Payment” effective at the beginning of fiscal 2006. As a result, the results of
operations for fiscal 2006 and later years include incremental share-based compensation cost over what would have been recorded
had we continued to account for share-based compensation under APB No. 25, "Accounting for Stock Issued to Employees.”
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Highlights

Sales increased 7.1% in fiscal 2008 over the prior year. Product costs increased an estimated 6.0% during fiscal 2008 over the prior
year. Operating income increased to $1,879,949,000 and 5.0% of sales, a 10.0% increase over the prior year. Net earnings and diluted
earnings per share increased 10.5% and 13.1%, respectively, over the prior year.

Fiscal 2008 provided a challenging economic environment. Qur industry is experiencing various macro-economic pressures, including
high fuel costs, rising food prices and general economic conditions which are pressuring consumer disposable income. These factors
restricted growth in fiscal 2008 and are continuing into fiscal 2009. High food cost inffation, which we began to experience in the fourth
quarter of fiscal 2007, prevailed throughout fiscal 2008. In spite of these conditions, our operating companies managed margins and
expenses effectively. Gross profit dollars increased 6.5% in fiscal 2008, while operating expenses grew only 5.3% over the prior year.

Operating income was negatively impacted by additional expenses from the combined impact of losses on the adjustment of the
carrying value of carporate-owned life insurance policies to their cash surrender values as compared to gains in fiscal 2007 and increased
provisions related to multi-emplayer pension plans, The negative impact of these additional expenses was partially offset by lower share-
based compensation expense and lower company-sponsored pension expenses. In addition, fuel costs increased in fiscal 2008, driven by
higher fuel prices. We partially offset the impact of the higher fuel costs through fuel usage reduction measures as well as fuel surcharges.
We expect fuel costs in fiscal 2009 to be greater than in fiscal 2008.

Overview

SYSCOQ distributes food and related products to restaurants, healthcare and educational facilities, iodging establishments and other
foodservice customers. Qur operations are located throughout the United States and Canada and include broadline companies, specialty
produce companies, custom-cut meat operations, hotel supply operations, SYGMA (our chain restaurant distribution subsidiary) and a
company that distributes to international customers.

We estimate that we serve about 16% of an approximately $231 billion annual market. This market includes i) the foodservice market in
the United States and Canada and i) the hotel amenity and hotel furniture and textile market in the United States, Canada, Europe and Asia.
According to industry sources, the feodservice, or food-prepared-away-from-home, market represents approximately one-half of the total
dollars spent on food purchases made at the consumer level. This share grew from about 37% in 1972 te about 50% in 1958 and has not
changed materially since that time.

Industry sources estimate the total foodservice market experienced real sales growth of approximately 1.3% in calendar year 2007 and
1.9% in calendar year 2006.

General economic conditions and consumer confidence can affect the frequency of purchases and amounts spent by consumers for
food-prepared-away-from-home and, in turn, can impact our customers and our sales, We believe the current general economic conditions,
including pressure cn consumer disposable income, are contributing to a decline in the foodservice market. Historically, we have grown at a
faster rate than the overall industry and have grown our market share in this fragmented industry. We iniend to continue our efforts to
expand our market share and grow earnings by focusing on sales growth, margin management, productivity gains and supply chain
management.

Strategic Business nitiatives

SYSCO maintains strategic focus areas which aim to help us achigve our long-term vision of becoming the global leader of the efficient,
multi-temperature food product value chain. The following areas generally comprise the initiatives that are currently serving as the
foundation of cur efforts to ensure a sustainable future.

Sourcing and National Supply Chain focuses on lowering our cost of goods sold by leveraging SYSCO's purchasing power and
procurement expertise and capitalizing on an end-ta-end view of our supply chain. Our National Supply Chain initiative is focused
on lowering inventory, inbound freight, product costs, operating costs, working capital requirements and future facility expansion
needs at our operating companies while providing greater value to our suppliers andg customers.

+ Integrated Delivery focuses on standardized processes to optimize warehouse and delivery activities across the corporation anc
manage energy consumption to achieve a more efficient delivery of products to our customers.

+  Demand explores and implements practices tc better understand and more profitably sell to and service SYSCO's customers,
including better tools and processes for selling.

«  Organizational Capabilities works to align management reporting, information technology systems and perfermance measures with
the business initiatives.

A major companent of our National Supply Chain is the use of redistribution centers (RDCs). The first RDC, the Northeast RDC located
in Front Royal, Virginia, opened during the third quarter of fiscal 2005. Constructian of our second RDC in Alachua, Florida was completed in
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service additional broadiine companies from our existing RDCs.

We will continue to use our strategic business initiatives to leverage our market leadership pasition to continuously improve how we
buy, handle and market products for our custemers. Qur primary focus is on growing and optimizing the core foodservice distribution
business in North America, however we will also continue to explore and identify opportunities to grow our global capabilities and stay
abreast of international acquisition opportunities.

As a part of our on going strategic analysis, we regularly evaluate business opportunities, including potential acquisitions and sales of
assets and businesses.

Accounting Changes
FIN 48 Adontion

As of July 1, 2007, we adopted FASB Interpretation No. 48, "Accounting for Uncertainty in Income Taxes — an Interpretation of FASB
Statement No. 109" (FIN 48), which clarifies the accounting for uncertainty in income taxes recognized in accordance with SFAS No. 109,
*Accounting for Income Taxes” (SFAS109). FIN 48 clarifies the application of SFAS 109 by defining criteria that an individual tax position
must meet for any pari of the benefit of that position to be recognized in the financial statements. Additionally, FIN 48 provides guidance on
the measurement, derecognition, classification and disclosure of tax positions, along with accounting for the related interest and penalties.
As a result of this adoption, we recognized, as a cumulative effect of change in accounting principle, a $91,635,000 decrease in our
beginning retained earnings on our July 1, 2007 balance sheet,

Pension Measurement Date Change and SFAS 158 Adoption

As of June 30, 2007, we adopted the recognition and disclosure provisions of SFAS No.158, “Emsloyers’ Accounting for Defined Benefit
Pension and Other Postretirement Plans — an amendment of FASB Statements No. 87, 88,106, and 132(R)” (SFAS 158). The recognition
provision requires an employer to recognize a plan’s funded status in its statement of financial position and recognize the changes in a
postretirement benefit plan's funded status in comprehensive income in the year in which the changes occur, The effect of adoption on our
consolidated balance sheet as of June 30, 2007 was a decrease in prepaid pension cost of $83,846,000, a decrease in other assets of
$43,854,000, anincrease in accrued expenses of $10,967,000, a decrease in long-term deferred taxes of $73,328,000, an increase in other
long-term liabilities of $52,289,000, and & charge to accumulated other comprehensive loss of $117,628,000. The adoption of SFAS 158's
recognition provision did not have an effect on our consolidated balance sheet as of July 1, 2006. The adoption has no effect on our
consolidated results of operations for any period presented, and it will not affect our consolidated resuits of operations in future periods.

SFAS 158 also has a measurement date provision, which is a requirement to measure plan assets and benefit obligations as of the date
of the employer's fiscal year-end statement of financial position, effective for fiscal years ending after December 15, 2008. In the first guarter
of fiscal 2006, we changed the measurement date for company-sponsored pension and other postretirement benefit plans from fiscal year-
end to May 31st to assist us in meeting accelerated SEC filing dates. As a result of this change, we recorded a cumulative effect of a change in
accounting, which increased net earnings for fiscal 2006 by $9,285,000, net of tax. With the issuance of SFAS 158, we have elected to early
adopt the measurement date provision in order to adopt both provisions of this accounting standard at the same time. As a result, beginning
with fiscal 2008, the measurement date again corresponded with our fiscal year-end. We performed measurements as of May 31, 2007 and
lune 30, 2007 of our plan assets and benefit obligations. We recorded a charge to beginning retained earnings on July 1, 2007 of
$3,572,000, net of tax, for the impact of the cumulative difference in our pension expanse between the two measurement dates. We also
recorded a benefit to beginning accumulated other comprehensive income (loss) on July 1, 2007 of $22,780,000, net of tax, for the impact
of the difference in our balance sheet recognition provision between the two measurement dates.

EITF 04-13 Adoption

In the beginning of the fourth quarter of fiscal 2006, we adopted accounting pronouncement EITF 04-13 “Accounting for Purchases and
Sales of Inventory with the Same Counterparty,” (EITF 04-13). The accounting standard requires certain transactions, where inventory is
purchased by us from a customer and then resold at a later date to the same customer (as defined), to be presented in the incomne statement
on a net basis. This situation primarily arises for SYSCO when a customer has a proprietary item which they have either manufactured or
sourced, but they require our distribution and logistics capabilities to get the product to their locations. The application of this standard
requires sales and cost of sales to be reduced by the same amount for these transactions and thus net earnings are unaffected by the
application of this standard. We adopted this accounting pronouncement beginning in the fourth quarter of {iscal 2006 and have applied it to
similar transactions praspectively. Prior period sales and cost of sales have not been restated, Therefore, the calculation of sales growth and
the comparison of gross margins, operating expenses and earnings as a percentage of sales between the non-comparable periods is
affected. The impact of adopting this standard resulted in sales being reduced by $59,803,000 for the fourth quarter of fiscal 2006, and
$253,724,000 for the first 3% weeks of fiscal 2007, without a reduction in sales for the comparable prior year pariods, Beginning with the
fourth quarter of fiscal 2007, sales are reported on a comparable accounting basis with the comparable prior year period.
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Infiscal 2006, we adoptad the provisions of FASB Staterment No. 123(R), "Share-Based Payment,” (SFAS 123(R)) utilizing the modified-
prospective transition method under which prior period results have not been restated. Our consolidated results of operations for ali pericds

presented include share-bzsed compensation cost recorded in accordance with SFAS 123(R).

Results of Operations

The following table sets forth the components of our consolidated results of operations expressed as a percentage of sales for the

periods indicated:

2008 2007 2006
Al . i e 100.0% 100.0% 100.0%
Costof 8ales . ... . 80.8 80.7 80.7
GIOSS MIAIGIN o oot e e e e e e e e 19.2 19.3 19.3
Operating 8XPENSES . . oo v oottt et e 14.2 14.4 14.7
Operating INCOME . . . . o e e e e et e e e e 5.0 4.9 46
INEEIEST BXPENSE . . . . . o o et e 0.3 0.3 0.3
Other iNCome, NBL. . .. . ... e (0.1} 0.0 0.0
Earnings before income taxes and cumulative effect of accountingchange .. ............. 4.8 46 43
INCOME TBXES . o o o o e et e e et et e e e e 1.8 1.7 1.7
Earnings before cumulative effect of accountingchange ... ...... ... .. ... ... ... .. 3.0 2.9 26
Cumulative effect of accountingchange . . . ... ... ... ... . — —_ 0.0
NEt BININGS . . . . e _3.0% 2.9% 2.6%

The following table sets forth ihe change in the components of our consolidated results of operations expressed as a percentage

increase or decrease over the prior year:

2008 2007
BBl . . . e e e 7.1% 7.4%
Costof sales . . ..o ot e 7.2 _ 74
GrOSS MAIGIN . . . o o e 6.5 7.4
Operating @XPeNSES - - . -« .t e e b3 __ 53
OPerating INCOME . . . . . .t e e e e e e e e 10.0 14.3
BITEIBST BXPENSE .« o v ot vt et e et e e e e e 6.2 {3.8)
BT IMCOME, ML . . . it e e e e e 293 _96.7
Earnings before income taxes and cumulative effect of accountingchange. . .. ........... ... .. ... 10.5 16.2
INCOMIE LK . . . o o et e e e 105 _13.0
Farnings before cumulative effect of accountingchange .. ... .. o 10.5 18.3
Cumulative effect of accounting change . . . . .. .o oo o — {100.0}
NEE BAIMINGS & . - v v o ot o et et e e e e e 10.5% 17.0%
Earnings before cumulative effect of accounting change:
Basicearnings per Share . . . ... ... . 13.0% 19.1%
Diluted eamings per Share. . . . . .. ... e 131 18.5
Net earnings:
Basic @arnings per Sshare . . . . . . .. 13.0 17.4
Diluted @arnings Per Share. . . . . . .. . oo e e e 131 17.6
Average shares QUISTANAING. . . . . .ottt e e e {2.0) {0.5)
Diluted shares autSTaNAiING . . .. o oo e (2.5) {0.4)
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Sales for fiscal 2008 were 7.1% greater than fiscal 2007. Non-comparable acquisitions contributed 0.1% tc the overall sales growth
rate for fiscal 2008.

Sales for fiscal 2007 were 7.4% greater than fiscal 2006. Non-comparable acquisitions contributed 0.7% to the overall sales growth
rate for fiscal 2007. The impact of EITF 04-13 reduced sales growth by 0.7%, or $334,002,000 for fiscal 2007, compared to a $99,803,000
reduction for fiscal 2006. Sales are reported on a camparable basis beginning in the fourth quarter of fiscal 2007, which is the one-year
anniversary of the adoption of EITF 04-13,

Product cost inflation and the resulting increase in selling prices was a significant contributor 10 sales growth in fiscal 2008 and to a
lesser extent in fiscal 2007. Estimated product cost increases, an internal measure of inflation, were approximately 6.0% during fiscal 2008,
as compared o 3.4% during fiscal 2007.

The rate of sales growth declined throughout fiscal 2008 from 8.5% in the first quarter of fiscal 2008 to 5.4% in the fourth quarter of
fiscal 2008. We believe the current general economic conditions, which are placing pressure on consumer disposable income, are
contributing to a decline in real volume growth in the foodservice market and in turn, have contributed to a slow-down in our sales growth. To
the extent that these conditions persist, we believe that sales growth in fiscal 2009 will be lower than what was achieved in fiscal 2008.

We believe that our continued focus on the use of business reviews and business development activities, investment in customer
contact personnel and the efforts of our marketing associates and sales suppoert personnel are key drivers to strengthen customer
relationships and growing sales with new and existing customers.

Operating Income

Cost of sales primarily includes product costs, net of vendor consideration, as well as in-bound freight. Operating expenses include the
costs of facilities, product handling, delivery, selling and general and administrative activities.

Operating income increased 10.0% in fiscal 2008 over fiscal 2007, increasing to 5.0% of sales. Gross margin dollars increased 6.5% in
fiscal 2008 as compared to fiscal 2007, and operating expenses increased 5.3% in fiscal 2008. Operating income increased 14.3% in fiscal
2007 over fiscal 2006, increasing to 4.9% of sales. Gross margin dollars increased 7.4% in fiscal 2007, and operating expenses increased
5.3% in fiscal 2007.

Beginning in the fourth quarter of fiscal 2007, S¥YSCO began experiencing product cost increases in numerous product categories.
These increases have persisted throughout fiscal 2008 at ievels approximating 6.0%. Generally, SYSCO attempts to pass increased costs to
its customers; however, because of contractual and competitive reasons, we are not able to pass along all of the product cost increases
immediately. SYSCQ's goal is to obtain the lowest total procurement cost for our customers, We believe that we have managed the
inflationary environment well, as evidenced by gross margin dollars increasing in both fiscal 2008 and 2007 at rates greater than expense
increases. The high rate of product cost inflation has continued into fiscal 2009. We believe that prolonged periods of high inflation, such as
the current rate, have a negative impact on our customers as rising feod costs and fuel costs can reduce consumer spending in the food-
prepared-away-from home market. As a result, these factors may negatively impact our sales, gross margins and earnings.

Fiscal 2008 operating expenses were negatively impacted by a net $24,135,000 in additional expenses as compared to fiscal 2007
from the combined impact of losses on the adjustment of the carrying value of corporate-owned life insurance policies to their cash
surrender values and increased provisions refated to multi-employer pension plans, partially offset by lower share-based compensation
expense and lower company-sponsored pension expenses. In addition, fuel costs increased during fiscal 2008. We increased our use of fuel
surcharges to offset a portion of these increased costs, thereby partially reducing the impact to operating income.

In fiscal 2007, the positive impact on operating expenses from decreases in campany-sponsored pension expenses, share-based
compensation expenses and higher gains related to the cash surrender value of corporate-owned life insurance policies, was largely offset by
increased management incentive bonus accruals and investments in strategic business initiatives.

The carrying value of our corporate-owned life insurance policies is adjusted to their cash surrender values. This resulted in a lgss of
$8,718,000 in fiscal 2008, a gain of $23,922,000 in fiscal 2007 and a gain of $9,702,000 in fiscal 2006,

In fiscal 2008, we recorded a provision of $22,284,000 related to additicnal amounts that we expect to be required to contribute to an
underfunded multi-employer pension plan and cur withdrawal from a multi-employer pension plan. In fiscal 2007, we recorded a provision
of $4,700,000 related to our withdrawal from a multi-employer pension plan. See additional discussion of multi-employer pension plans at
“Liguidity and Capital Resources, Cther Considerations.”

Share-based compensation cost in fiscal 2008 was $17,335,000 less than fiscal 2007. Share-based compensation expense decreased
$28,852,000 in fiscal 2007 over fiscal 2006. These decreases were primarily due to lower levels of stock option grants in recent years as
comparad to previgus years.



the projected asset performance of the qualified pension plan. Net company-sponsored pensicn costs decreased $56,001.000 in fiscal
2007 over the prior year, due primarily to the increase in the discount rate used io determine fiscal 2007 pension costs.

Also affecting the comparison of fiscal 2007 and fiscal 2006 were increased management incentive borus accruals and investments in
strategic business initiatives. Due primarily to improved operating results, the non-stock portion of management incentive bonus accruais
increased $64,770,000 in fiscal 2007 compared to fiscal 2006 when our perfarmance did not satisfy the criteria for paying bonuses to our
corporate officers. Investments in strategic business initiatives increased $22,410,000 in fiscal 2007 over the prior year.

In addition, SYSCO's fuel costs increased by $34,023,000 in fiscal 2008 over fiscal 2007 primarily due to increased diesel prices. Our
fuel costs increased by $21,225,000 in fiscal 2007 over fiscal 2006 due to increased diesel prices and increased volume usage. SYSCO's
costs per gallon have increased 18.7% in fiscal 2008 over fiscal 2007 and 7.1% in fiscal 2007 over fiscal 2006. During fiscal 2008, 2007 and
2006, fuel costs, excluding any amounts recovered through fuel surcharges, represented approximately 0.6%, 0.6% and 0.5% of sales,
respectively. SYSCO's activities to manage increased fuel costs include reducing miles driven by our trucks through improved routing
techniques, improving fleet utilization by adjusting idling time and maximum speeds, entering into forward fuel purchase commitments and
the use of fuel surcharges.

We periodically enter into forward purchase commitmenis for a portion of our projected menthly diesel fuel requirements. In fiscal
2008, the forward purchase commitments resulied in an estimated $21,000,000 of avoided fuel costs as the fixed price contracts were
lower than market prices for the contracted volumes. in fiscal 2007, the forward purchase commitments resulted in prices that were
comparable to market prices. In fiscal 2008, the forward purchase commitments resulted in an estimated $%,000,000 of avoided fuel costs
as the fixed price contracts were fower than market prices for the contracted volumes. In July and August 2008, we entered into {orward
diesel fue! purchase commitments totaling approximately $195,000,000 through July 2009, which will lock in the price on approximately
50% of our fuel purchases through the first 26 weeks of fiscal 2009 and approximately 70% of our fuel purchases needs for the last
26 weeks of fiscal 2009,

In fiscal 2008, due to sustained, increased diesel prices, SYSCO increased its use of fuel surcharges. Fuel surcharges were
approximately $27,000,000 higher in fiscal 2008 than in fiscal 2007. The change in fuel surcharges in fiscal 2007 over fiscal 2006
was not significant. Fuel surcharges are reflected within sales and gross margins.

{f fuel prices continue at current levels, fuel costs in the first 26 weeks of fiscal 2009, exclusive of any amounts recovered through fuel
surcharges, are expected to increase by approximately 55,000,000 to $65,000,000 as compared to the {irst 26 weeks of fiscal 2008. Our
estimate is based upon the prevailing market prices for diesel in mid-August 2008, the cost committed to in our forward fuel purchase
agreements currently in place and estimates of fuel consumption. Actual fuel costs could vary from our estimates if any of these
assumptions change, in particular if future fuel prices vary significantly from our current estimates. We continue to evaluate all opportunities
to offset this increase in fuel expense in fiscal 2009, including the continued use of fuel surcharges and overali expense management. If fuel
surcharges continue in fiscal 2009 at the same levels as the end of fiscal 2008, we estimate that we can recover about half of the anticipated
increase in fuel costs noted above through increased fuel surcharges, which is 'ess than the approximate 75% we were able to recover in
fiscal 2008.

Customer accounts written off, net of recoveries, were $32,367,000, or 0.09% of sales, $26,010,000 or 0.07% of sales, and
$21,128,000 or 0.06% of sales, for fiscal 2008, 2007 and 2008, respectively. We continue to menitor our customer account balances and
believe continued strong credit practices will be necessary to avoid significant increases in write-offs in fiscal 2009, However, i the
chalienging economic environment persists, we could experience increased levels of write-offs and a higher provision for losses on
receivables in fiscal 2009.

Net company-spensored pension costs in fiscal 2009 are expected to increase by approximately $20,000,000 due primarily to lower
returns on assets of the qualified pension plan during fiscal 2008, partially offset by a decrease in expense due to amendments to our
Supplemental Executive Retirement Plan, Share-based compensation expense in fiscal 2009 is expected te decrease $20,000,000 to
25,000,000. The expected decraase is due primarily to two factors. First, option grants in prior years were at greater levels than recent
years, resulting in reduced compensation expense being recognized. Secondly, the Management Incentive Plan annual bonus awards have
been modified beginning with fiscal 2009, to exclude the previous stock award component. As a result, the share-based compensation
expense related to the stock award component of the incentive bonuses recorded in previous years will not be incurred in fiscal 2009, and as
a result fiscal 2009 wil! reflect reduced overall share-based based compensation expenses. Beginning in fiscal 2010, we expect to replace
the stock award component of the incentive bonuses with annuat discretionary restricted stock grants subject to time-based vesting which
may result in increased share-based compensation expense in fiscal 2010.

Net Earnings

Net earaings increased 10.5% in fiscal 2008 over fiscal 2007, Net earnings increased 17.0% in fiscal 2007 over fiscal 2006. The
changes in net earnings for these periods were due primarily to the faciors discussed above, as well as the impact of changes in interest
expense, other income and income taxes discussed below. Additionally, fiscal 2007 over fiscal 2006 was impacted by a fiscal 2006
accounting change. In the first quarter of fiscal 2006, SYSCO recorded a cumulative effect of a change in accounting due to a change in the

16



by $9,285,000, net of tax.

The increase in interest expense of $6,539,000 in fiscal 2008 as compared to fiscal 2007 was primarily due to increased borrowing
levels partially offset by lower interest rates on our floating rate debt. The decrease in interest expense of $4,098,000 in fiscal 2007 over
fiscal 2006 was primarily due to decreased borrowing levels,

Other income, net increased $5,195,000 in fiscal 2008 over fiscal 2007 and $8,719,000 in fiscal 2007 over fiscal 2006. Changes
between the years resulted from fluctuations in miscellaneous activities, primarily gains and losses on the sale of surplus facilities. The
increase in fiscal 2008 over fiscai 2007 was primarily due to gains from the sale of land and facilities as well as the sale of a minority interest
in a business. The increase in fiscal 2007 over the prior year is primarily due to a gain on the sale of land.

The effective tax rate was 38.25% in fiscal 2008, 38.25% in fiscal 2007 and 39.35% in fiscal 2006.

The effective tax rate for fiscal 2008 was favorably impacted by tax benefits of approximately $7,700,000 resulting from the
recognition of a net operating loss deferred tax asset which arose due to a state tax law change, $8,600,000 related to the reversal of
valuation zllowances previcusly recorded on Canadian net cperating loss deferred tax assets and $5,500,000 related to the reduction in
net Canadian deferred tax liabilities due to a federal tax rate reduction. The effective tax rate for fiscal 2008 was negatively impacted by the
recording of tax and interest related to uncertain tax positions, share-based compensation expense and the recognition of losses to adjust
the carrying value of corporate-owned life insurance policies to their cash surrender values.

The decrease in the effective tax rate for fiscal 2007 over fiscal 2006 was primarily due to lower share-based compensation expense in
fiscal 2007 as compared to fiscal 2006 and increased gains recorded refated to the cash surrender value of corporate-owned life insurance
policies.

Earnings Per Share

Basic earnings per share and diluted earnings per share increased 13.0% and 13.1%, respectively, in fiscal 2008 over the prior year. Basic
earnings per share and diluted earnings per share increased 17.4% and 17.6%, respectively, in fiscal 2007 over the prior year. These increases
were primarily the result of factors discussed above, as well as a net reduction in shares cutstanding. The net reduction in average shares
outstanding was primarily due to share repurchases. The net reduction in diluted shares outstanding was primarily due to share repurchases
and, with regard to fiscal 2008, an increase in the number of anti-dilutive options excluded from the diluted shares calculation.

Segment Results

We have aggregated our operating companias into a number of segments, of which only Broadline and SYGMA are reportable
segments as defined in SFAS No.131, “Disclosures about Segments of an Enterprise and Related Information.” (SFAS No.131) The accounting
policies far the segments are the same as those disclosed by SYSCO within the Financial Staterments and Supplementary Data within Part Il
Itam 8 of this Form 10-K. Intersegment sales generally represent specialty produce and meat company products distributed by the Broadlineg
and SYGMA operating companies. The segment results include certain centrally incurred costs for shared services that are charged to our
segments. These centrally incurred costs are charged based upon the relative level of service used by each operating company consistent
with how managernent views the performance of its operating segments.

Prior to fiscal 2008, SYSCO's management evaluated performance of each of our operating segments based on its respective earnings
befare income taxes. This measure included an allocation of certain corporate expenses to each operating segment in addition to the
centrally incurred costs for shared services that were charged to our segments. During fiscal 2008, SYSCO's management increased its
focus on the performance of each of our operating segments based on its respective operating income results which excludes the allocation
of additional corporate expenses. As a result, the segment reporting for fiscal 2007 and 2006 has been revised to conform to the fiscal 2008
presentation. While a segment’s operating income may be impacted in the short term by increases or decreases in margins, expenses, or a
combination thereof, each business segment is expected to increase its operating income at a greater rate than sales growth, This is
consistent with our long-term goal of leveraging earnings growth at a greater rate than sales growth.

The following table sets forth the operating income of each of our reportable segments and the other segment expressed as a
percentage of each segmenis’ sales for each period reported and should be read in conjunction with Business Segment Informaticn in
Note 19 to the Consclidated Financial Statements in ltem 8:

Operating Income as a
Percentage of Sales

2008 2007 2006

Broadling . . ... 65% 65% 63%
Y G A 0.2 0.2 m
Y- 2 3.8 3.7 4.0

M SYGMA had an operating loss of $371,000 in fiscal 2006.
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expressed as a percentage increase over the prigr year and should be read In CONJUNCloN with Business egment Intormation in Noie 19 10
the Consolidated Financial Statements in Item 8:

2008 2007
Operating Operating
Sales Income  Sales Income
Broadling . . . o e e 8.1% 91% 7.0% 9.4%
SYGMA . L 4.4 {23.8) 6.0 m
[ 10T~ O 1.4 3.3 13.8 6.2

M SYGMA had operating income of $10,842,000 in fiscal 2007 and an operating loss of $371,000 in fiscal 2006,

The following table sets forth sales and operating income of each of our repartable segments, the other segment, intersegment sales
and corporate expenses and consolidated adjustments, including certain centrally incurred costs for shared services that are charged to our
segments of which intercompany amounts are eliminated upon consclidation, expressed as a percentage of the respective consolidated
total and should be read in conjunction with Business Segment Information in Note 19 to the Consolidated Financial Statements in Item 8:

2008 2007 2006
- Operating Operating Operating
Sales Income Sales Income Sales Income
Broadling . . .. .. ... 79.4% 103.1% 78.6% 104.0% 789% 1086%
SYGMA . e 12.2 0.4 12,5 0.6 12.7 0.0
O her. . . 9.7 7.3 10.2 7.8 9.6 8.4
Intersegment Sales . .. . . . e (1.3} — (1.3} — 1.2) —
Corporate expenses and consolidated adjustments . . . ........ .. — (10.8} — {12.4) _ (17.0)
Total . e 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Included in corporate expenses and consolidated adjustments, among other items, are:

+  Gains and losses recognized to adjust corporate-owned life insurance policies to their cash surrender values;

+ Share-based compensation expense related to stock option grants, issuances of stock pursuant to the Employees’ Stock Purchase
Plan and stock grants to non-employee directors; and

+ Corporate-level depreciation and amortization expense.

Broadiine Segment

Broadline operating companies distribute a full line of food products and a wide variely of non-food products to both traditional and
chain restaurant customers. Broadline operations have significantly higher operating margins than the rest of SYSCO's operations. In fiscal
2008, the Broadiine operating results represent approximately 80% of SYSCOQ's ovearall sales and greater than 100% of SYSCO's overall
operating income prior to corporate expenses and consolidated adjustments.

There are severat factors which contribute to these higher operating results as compared to the SYGMA and Other operating segmeants.
We have invested substantial amounts in assets, operating methods, technology and management expertise in this segment. The breadth of
its sales force, geographic reach of its distribution area and purchasing power allow us to leverage this segment’s earnings.

Sales

Sales for fiscal 2008 were 8.1% greater than fiscal 2007. Non-comparable acquisitions did not have a material impact on the averall
sales growth rate for fiscal 2008. Fiscal 2008 growth was realized both from increased sales to multi-unit customers and marketing
associate-served customers primarily through continued focus on customer account penetration through the use of business reviews with
customers and efforts of our marketing associates. Product cost inflation and the resulting increases in selling prices was the primary
contributor to sales growth.

Sales for fiscal 2007 were 7.0% greater than fiscal 2006. The impact of EITF 04-13 reduced sales growth by 0.4%, or $173,171,000, for
fiscal 2007 compared to a $57,211,000 reduction for fiscal 2006. Sales are reported on a comparable basis beginning in the fourth quarter of
fiscal 2007, which is the one-year anniversary of the adoption of EITF 04-13. Non-comparable acguisitions did not have an impact on the
overall sales growth rate for fiscal 2007. Fiscal 2007 growth was primarily due to increased sales to marketing associate-served custormners
and multi-unit customers primarily through continued focus on customer account penetration through the use of business reviews with
customers, increases in the number of customer contact personnel and efforts of our marketing associates.

Cperating Income

The increases in operating income in fiscal 2008 over fiscal 2007 were primarily due to gross margin dollars increasing at a faster pace
than expenses. We were able to manage our business effectively in the current inflationary environment by managing margins and
improving operating efficiencies. Gross margin dollars increased 7.0% while operating expenses increased 6.1% in fiscal 2008 over fiscal
2007. The high cost of fuel also impacted our resuits. Fuel costs in fiscal 2008 were $21,575,600 higher than fiscal 2007. We attempt to
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N0 fiXed price juel purchase commitments and the use gi iuel surcnarges. In nscal ZU0o, due 1o sustaingd InCreased diesel prices, our use oi
fuel surcharges increased. Fuel surcharges ware approximately $21,000,000 higher in fiscal 2008 over fiscal 2007.

in fiscal 2008, we recorded a provision of $22,284,000 related to additional amounts that we expect to be required to contribute to an
underfunded multi-employer pension plan and our withdrawal from a multi-employer pension plan. In fiscal 2007, we recorded a provision
of $4,700,000 related to our withdrawai from a multi-emplaoyer pensian plan.

The increases in operating income in fiscal 2007 over fiscal 2006 were primarily due to gross margin dellars increasing at a faster pace
than expenses. Gross margin dollars increased 6.6% while operating expenses increased 5.4% in fiscal 2007 over fiscal 2006.

SYGMA Segment

SYGMA operating companies distribute a full line of food products and a wide variety of non-food products to certain chain restaurant
customer locations. SYGMA operations have traditionally had lower operating income as a percentage of sales than SYSCO's other
segments, This segment of the foodservice industry has generally been characterized by lower overall operating margins as the volume that
these customers command allows them to negotiate for reduced margins. These operations service chain restaurants through contractual
agreements that are typically structured on a fee per case delivered basis.

Sales

Sales for fiscal 2008 were 4.4% greater than fiscal 2007. Non-comparable acquisitions contributed 0.3% to the overall sales growth rate
for fiscal 2008. Fiscal 2008 growth was generally due to product cost increases and sales to new customers. These increases were partially
offset by lost sales due to non-renewed customer agreements and lower case volumes due to difficult economic conditions impacting
SYGMA's customer base.

Sales for fiscal 2007 were 6.0% greater than fiscal 2006. The impact of EITF 04-13 reduced sales growth by 2.7%, or $159,236,000, for
fiscal 2007 compared to a $42,560,000 reduction for fiscal 2006. Sales are reported on a comparable basis beginning in the fourth quarter
of fiscal 2007, which is the one-year anniversary of the adoption of EITF 04-13. Non-comparable acquisitions contributed 2.1% to the overall
sales growth rate for fiscal 2007. The remaining fiscal 2007 growth was due to sales to new customers and sales growth in SYGMA's
existing customer base related to increased sales at existing locations as well as new locations added by those customers. In addition,
certain customers were transferred from Broadline operations to be serviced by SYGMA operations, contributing to the sales increase.

Operating Income

Operating income in fiscal 2008 decreased as compared to fiscal 2007, In fiscal 2008, SYGMA expensed $5,587,000 related to the
write-off of software development costs . In addition, some of SYGMA'’s customers have experienced a slowdown in their business resulting
in lower cases per delivery and therefore reduced gross margin dollars per stop. SYGMA also experienced increased fuel costs of
$8,888,000 although it was able to partially offset these costs through increases in the fees charged to customers including fuel surcharges
and reducing expenses, Fuel surcharges were approximately $6,000,000 higher in fiscal 2008 over fiscal 2007. Expense reductions were
accomplished by consolidating regional offices, reducing headcounts and not renewing unprofitable customer contracts.

The increase in operating income in fiscal 2007 was due to several factors, including sales growth, increased margins and improved
operating efficiencies, partially ofiset by cosis of labor increases and auto liability related expenses. In addition, the transfer of customers
from Broadline operations referred to above also contributed to the increase in operating income.

Other Segment

"Other” financial information is attributable to our other operating segments, including our specialty produce, custom-cut meat and
lodging industry products and a company that distributes to international customers. These operating segments are discussed on an
aggregate basis as they do not represent reportable segments under SFAS No. 131.

On an aggregate basis, cur "Other” segments have a lower operating income as a percentage of sales than SYSCQO's Broadline segment.
5YSCO has acquired the operating companies within these segments in relatively recent years. These operations generally operate in a niche
within the foodservice industry. These operations are also generally smatler in sales and scope than an average Broadline operation and each
of these segments is considerably smaller in sales and overall scope than the Broadline segment, In the aggregate, the “Other” segment
represented approximately 9.7% and 7.3% of SYSCO'’s overall sales and operating income in fiscal 2008, respectively.

Operating income increased 3.3% for fiscal 2008 over fiscal 2007, The increase in operating income was generated primarily by
improved results in the specialty produce and the lodging industry segments offset by reduced sales and operating income in the custom-cut
meat segment.

Operating income increased 6.2% for fiscal 2007 over fiscal 2006. The increase in operating income was generated by improved
results in each of the other segments and acquisitions.




SYSCO provides marketing and distribution services to foodservice customers primarily throughout the United States and Canada. We
intend to continue to expand our market share through profitable sales growth, foldouts and acquisitions. We also strive to increase the
effectivengss of our operations through the use of technology and our supply chain and other sirategic initiatives. These objectives require
continuing investment. Our resources include cash provided by operations and access to capital from financial markets.

Our operations historically have produced significant cash flow. Cash generated from operations is first allocated to working capital
requirements; investments in facilities, systems, fieet and other equipment; cash dividends; and acquisitions compatible with our overall
growih strategy. Any remaining cash generated from operations may be applied toward a portion of the cost of the share repurchase
program, while the remainder of the cost may be financed with additional debt. Our share repurchase program is used primarily to offset
shares issued under various employee benefit and compensation plans, {o reduce shares outstanding {which may have the net effect of
increasing earnings per share) and to aid in managing the ratio of long-term debt to total capitalization. Historically, our long-term debt to
total capitalization ratio has generally been in the range of 35% and 40%. This ratio was 36.8% and 35.0% as of June 28, 2008 and June 30,
2007, respectively. For purposes of calculating this ratio, long-term debt includes both the current maturities and long-term portion. We
continue to assess and review the most appropriate capital structure as well as the appropriate leverage ratios with which to measure that
capital structure. As a part of our on-going sirategic analysis, we regularly evaluate business apportunities, including potential acquisitions
and sales of assets and businesses, and our overall capital structure. These transactions may materially impact cur liquidity, borrowing
capacity, leverage ratios and capital availability.

We beliave that our cash flows from operations, the availability of additional capital under our existing commercial paper programs and
bank lines of credit and our ability to access capital from financial markets in the future, including issuances of debt securities under our shelf
registration statement filed with the Securities angd Exchange Commission {SEC), will be sufficient to meset our anticipated cash
requirements over at least the next twelve months, while maintaining sufficient liquidity for normal operating purposes.

Operating Activities

We generated $1,596,129,000 in cash flow from operations in fiscal 2008, $1,402,922,000 in fiscal 2007 and $1,124,679,000 in fiscal 2006.
Cash flow from operations in fiscal 2008, fiscal 2007 and fiscal 2006 was primarily due to net income in these years, reduced by increases in
inventory balances and increases in accounts receivable balances, partially offset by an increase in accounts payable balances. The increases in
accounts receivable and inventory balances were primarily due to sales growth. The accounts payable balances did not increase at the same rate as
inventory increases. Accounts payable balances are impacted by many factors, including changes in product mix, cash discount terms and changes
in payment terms with vendors,

Cash flow from operations was negatively impacted by a decrease in accrued expenses of $22,721,000 during fiscal 2008, and was
positively impacted by increases in accrued expenses of $132,936,000 during fiscal 2007 and $29,161,000 during fiscal 2006. The decrease
in accrued expenses during fiscal 2008 was primarily due to the reversal of a product liability claim which is further explained below. This
decrease was partially offset by increased accrued interest due io fixed-rate debt issued in fiscal 2008 and an increase to a provision related
to a multi-employer pension plan. See additional discussion of multi-employer pension pians at “Liquidity and Capital Resources, Other
Considerations” The increase in accrued expenses during fiscal 2007 was primarily due to increased accruals for fiscal 2007 incentive
bonuses due to improved operating results over fiscal 2006. The increase in accrued expenses during fiscal 2006 was related to various
miscellaneous accruals.

In fiscal 2(507, we recorded a liability for a product liability claim of $50,296,000 and the corresponding insurance receivable of
$48,296,000, inctuded within prepaid expenses and other current assets. In fiscal 2008, these amounts were reversed as our insurance
carrier and other parties paid the full amount of the judgment in excess of our deductible. See further discussion of the product lizbility ¢laim
under Note 18, Commitments and Contingencies, in the Notes to Consolidated Financial Statements in Item 8.

Cther long-term liabilities and prepaid pension cost, net, increased $13,459,000 during fiscal 2008, decreased $14,817,000 in fiscal
2007 and increased $75,382,000 in fiscal 2006, The increase in fiscal 2008 was primarily attributable to an increase in deferred
compensation from incentive compensation deferrals of prior-year annual incentive bonuses and the accrual of interest on our liability for
unrecognized tax benefits. These increases were partially offset by the recording of net company-sponsored pension costs and the timing of
pension contributions to our company-sponsored plans. In fiscal 2007 and 2006, the change in these accounts was primarily attributable to
the recording of net company-sponsored pension costs and the timing and amount of pension contributions to our company-sponsored
ptans. In fiscat 2007, our pension contributions exceeded the amount of net pension costs recognized during the year resulting in a net cash
outflow. In fiscal 2006, the net pension cosis recorded exceeded the amount of pension contributions during the year resulting in a net cash
inflow. We recorded net company-sponsaored pension costs of $65,837,000, $74,591,000 and $130,592,000 during fiscal 2008, fiscal
2007 and fiscal 2006, respectively. Qur contributions to our company-sponsored defined benefit plans were $62,670,000, $91,163,C00
and $73,764,000 during fiscal 2008, fiscal 2007 and fiscal 2006, respectively. We expect to contribute approximately $97,000,000 to our
company-sponsored defined benefit plans in fiscal 2009,
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Fiscal 2008 capital expenditures included:

» construction of fold-out facilities in Knoxville, Tennessee and Longview, Texas;

+ replacement or significant expansion of facilities in Attanta, Georgia; Chicago, lllinais; Peterboraugh, Ontario and Houston, Texas;
» completion of the Southeast RDC in Alachua, Florida; and

«  completion of work on the corporate headquarters expansion.

Fiscal 2007 capital expenditures included:

« construction of a fold-out facility in Raleigh, North Caroling;

» replacement or significant expansion of facilities in Edmeontcon, Alberta; Los Angeles, California; Miami, Florida; Albuguerque, New
Mexico and Columbia, South Carolina;

* the Southeast RDC in Alachua, Florida; and

= continuing work on the corporate headquarters expansion.

Fiscal 2006 capital expenditures included:

« construction of fold-out facilities in Geneva, Alabama; Springfield, (llinois and Raleigh, North Carolina;
- replacement or significant expansion of facilities in Miami, Florida and Denver, Colerado; and

= continuing work on the corporate headquarters expansion.

The lower amount spent in fiscal 2008 was primarily due to delays on certain projects that will shift significant expenditures to fiscal
20089. As a result, we expect total capital expenditures in fiscal 2009 to be in the range of $675,0600,000 to $725,000,000. Fiscal 2009
expenditures will include the continuation of the fold-out program; facility, fleet and other equipment replacements and expansions; the
company’s National Supply Chain initiative; and investments in technology.

Financing Activities
Equity

Weroutinely engage in Board-approved share repurchase programs. The number of shares acquired and their cost during the past three
fiscal years were 16,769,900 shares for $529,179,000 in fiscal 2008, 16,231,200 shares for $550,865,000 in fiscal 2007 and
16,479,800 shares for $544,131,000 in fiscal 2006. An additional 125,000 shares have been purchased at a cost of $3,933,000 through
August 13, 2008, resulting in a remaining authorization by our Board of Directors ta repurchase up to 6,212,800 shares, based on the trades
made through that date.

Dividends paid were $497,467,000, or $0.82 per share, in fiscal 2008, $445,416,000, or $0.72 per share, in fiscal 2007 and
$397,537,000, or $0.64 per share, in fiscal 2006. In May 2008, we declared our regular quarterly dividend for the first quarter of fiscal 2009
of $0.22 per share, which was paid in July 2008,

In November 2000, we filed with the Securities and Exchange Commission a shelf registration statement covering 30,000,000 shares
of comman stack (o be offerad from time to time in cannection with acquisitions. As of August 13, 2008, 25,477,835 shares remained
available for issuance under this registration statement.

Short-term Borrowings

We have uncommitted bank lines of credit, which provided for unsecured borrowings for working capital of up to $145,000,000, of
which none was outstanding as of June 28, 2008 or August 13, 2008.

Commercial Paper

We have a commercial paper program allowing us to issue short-term unsecured notes in an aggregate amount not to exceed
$1,300,000,000. The current program was entered into in April 2006 and replaced notes that were issued under our previous commercial
paper program as they matured and became due and payable.

SYSCO and one of our subsidiaries, SYSCO International, Co., has a revoiving credit facility supporting our U.5. and Caradian
commercial paper programs. The facility, in the amount of $1,000,000,000, terminates on November 4, 2012, subject to extension.

This facility was originally entered into in November 2005 in the amount of $500,000,000 and was increased to $750,000,000 in
March 2006. In September 2008, the termination date on the facility was extended to November 4, 2011, in accordance with the terms of
the agreement. In September 2007, the amount of the facility was increased to $1,000,000,000 and the termination date on the facility was
extended to November 4, 2012. This facility replaced the previous $450,000,000 (U.S. dollar) and $100,000,000 (Canadian dollar)
revolving credit agreements in the U.S. and Canada, respectively, both of which were terminated in November 2005.

During fiscal 2008, 2007 and 2006, aggregate outstanding commercial paper issuances and short-term bank borrowings ranged from
approximately zero to $1,133,241,000, $356,804,000 to $755180,000, $126,846,000 to $774,530,000, respectively. There were no
commercial paper issuances outstanding as of June 28, 2008 or August 13, 2008.
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In July 2005, we repaid the 4.75% senior notes totaling $200,000,000 at maturity also utilizing 2 combinaticn of cash flow from
operaticns and commercial paper issuances.

In September 2003, we issued 5.375% senior notes totaling $500,000,000 due on September 21, 2035, under the April 2005 shelf
registration. These notes, which were priced at 99.911% of par, are unsecured, are not subject to any sinking fund requirement and include a
redemption provision which allows us to retire the notes at any time prior to maturity at the greater of par plus accrued interest or an amount
designed to ensure that the noteholders are not penalized by the early redemption. Proceeds from the notes were utilized to retire
commercial paper issuances outstanding as of September 2005.

'n September 2005, in conjunction with the issuance of the 5.375% senior notes described above, we settled a $350,000,000 notional
amount forward-starting interest rate swap we had entered into in March 2005, Upon {ermination, we paid cash of $21,196,000, which
represented the fair value liability associated with the swap agreement at the time of termination. This amount is being amortized as interest
expense over the 30-year term of the debt, and the unamortized balance is reflected as a loss, net of tax, in Other comprehensive income
(loss).

In May 2006, we repaid at maturity the 7.0% senior notes totaling $200,000,000 utilizing a combination of cash flow from operations
and commercial paper issuances.

In April 2007, we repaid at maturity the 7.25% senior notes totaling $100,000,000 utilizing a combination of cash flow irom
operations and commercial paper issuances.

In January 2008, the SEC granted our request to terminate our then existing shelf registration statement that was filed with the SEC in
April 2005 for the issuance of debt securities. In February 2008, we filed an automatically effective well-known seasoned issuer sheii
registration statement for the issuance of up to $1,000,000,000 in debt securities with the SEC.

In February 2008, we issued 4.20% senior notes totaling $250,000,000 due February 12, 2013 (the 2013 notes™) and 5.25% senior
notes totaling $500,000,000 due February 12, 2018 (the “2018 notes”) under our February 2008 shelf registration. The 2013 and 2018
notes, which were priced at 99.835% and 99.310% of par, respectively, are unsecured, are not subject to any sinking fund requirement and
include a redemption provision which altows us to retire the notes at any time prior to maturity at the greater of par plus accrued interest or
an amount designed to ensure that the noteholders are not penalized by the early redemption. Proceeds from the notes were utilized to retire
commercial paper issuances outstanding as of February 2008,

Total Debt

Total debt as of June 28, 2008 was $1,980,331,000, of which approximately 99% was at fixed rates averaging 5.4% and the remainder
was at floating rates averaging 2.2%. Certain loan agreements contain typicat debt covenants to protect noteholders, including provisicns to
maintain our long-term debt to total capital ratio below a specified level. We were in compliance with all debt covenants as of June 28, 2008,

Other

As part of normal business activities, we issue letters of credit through major banking institutions as required by certain vendor and
insurance agreements. As of June 28, 2008 and June 30, 2007, letters of credit outstanding were $35,785,000 and $62,645,000,
respectively.

Other Considerations

Multi-Employer Pension Plans

As discussed in Note 18, Commitments and Contingencies, to the Consolidated Financial Statements in ltem 8, we contribute to several
multi-employer defined benefit pension plans based an obligations arising under collective bargaining agreements covering union-
rapresented employees.

Under current law regarding multi-employer defined benefit plans, a plan's termination, our voluntary withdrawal or the mass
withdrawal of all contributing employers from any underfunded multi-employer defined benefit plan would require us to make payments to
the plan for our proportionate share of the multi-employer plan's unfunded vested liabilities. Based on the information available from plan
administrators, we estimate that our share of withdrawal liability on most of the multi-employer plans we participate in, some of which
appear to be underfunded, could be as much as $140,000,000 based on a voluntary withdrawal.

Required contributicns to multi-employer plans could increase in the future as these plans strive to improve their funding levels. In
addition, the Pension Protection Act, enacted in August 2006, requires underfunded pension plans to improve their funding ratios within
prescribed intervals based on the level of their underfunding. We believe that any unforeseen requirements to pay such increased
contributions, withdrawal liability and excise taxes would be funded through cash flow from operations, borrowing capacity or a combination
of these items. Of the plans in which SYSCO participates, one plan is more critically underfunded than the others. During fiscal 2008, we
obtained information that this plan failed to satisfy minimum funding requirements for certain periods and believe it is probable that
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related to our share of the minimum funding requirements and related excise tax for these periods. Currently, we believe that a majority of
this amount will be paid in fiscal 2009 and are continuing to explore our alternatives as it relates to this plan. As of June 28, 2008, we have
approximately $22,000,000 in liabilities recorded in total related to certain underfunded multi-employer defined benefit plans.

BSCC Cooperative Structure

Our affiliate, BSCC, is a cooperative taxed under subchapter T of the United States internal Revenue Code. We believe that the deferred
tax liabilities resulting from the business operations and legal ownership of BSCC are appropriate under the tax laws. However, if the
application of the tax laws to the cooperative structure of BSCC were to be successfully challenged by any federal, state or local tax authority,
we could be required to accelerate the payment of all or a portion of our income tax liabilities associated with BSCC that we otherwise have
deferred untit future periods. In that event, we would be liable for interest on such amounts. As of June 28, 2008, SYSCO has recorded
deferred income tax liabilities of $1,054,190,000, net of federal benefit, related to the BSCC supply chain distributions. If the IRS and any
other relevant taxing authorities determine that all amounts since the inception of BSCC were inappropriately deferred, and the
determination is upheld, we estimate that in addition to making a current payment for armounts previously deferred, as discussed above,
we may be required to pay interest on the cumulative deferred balances. These interest amounts could ranga from $290,000,000 to
$320,000,000, prior to federal and state income tax benefit, as of June 28, 2008. SYSCO calculated this amount basad upen the amounts
deferred since the inception of BSCC agplying the applicable jurisdictions’ interest rates in effect in each period. The IRS, in connectian with
its audit of our 2003 and 2004 federal income tax returns, proposed adjustments related to the taxability of the cooperative structure. We
are vigorously protesting these adjustments. We have reviewed the merits of the issues raised by the IRS, and while management believes it
is probable we will prevail, we concluded the measurament model of FIN 48 required us to provide an accrual for a portion of the interest
exposure. If a taxing authority requires us to accelerate the payment of these deferred tax liabilities and to pay related interest, if any, we may
be required to raise additional capitai through debt financing or we may have to forego share repurchases or defer planned capital
expenditures or a combination of these items.

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements.

Contractual Obligations

The following table sets forth, as of June 28, 2008, certain information cancerning our obligations and commitments to make
contractual future payments:

Payments Due by Period

Less Than Moare Than
Total 1 Year 1-3 Years 3-5 Years 5 Years

{In thousands)

Recorded Contractual Obligations:

Longtermdebt . . ... ... .. .. ... . . ... ... ... ... $1,943.711 % 262 % 447 § 450,135 §$ 1,492,867
Capital lease obligations. . . . . . ........ ... . ..... .. 36,620 4,634 6,380 3.687 21,919
Deferred compensation'™ . ... ... ... ... .. ... ... .. 128,752 8,885 17,456 14,067 88,345
SERP and other postretirement plans® . .. .. ... ... ... 243,464 17,401 39,899 45,406 140,758
Multi-employer pension plans™ ... ... ... ... .. ... 22,000 16,200 5,800 — —
Unrecognized tax benefits (including inzerest)® . ... .. .. 208,037

Unrecorded Contractual Obligations:

Interest payments related to debt™® ... . 1,453,853 103,233 206,465 190,185 953,970
Long-term non-capitalized leases ... ............... 290,843 64,000 97,916 54,356 74,57t
Purchase obligations® . . . .. ... ... . .. .. L. 2,560,268 1,852,621 540,837 107,462 59,248
Total contractual cash obligations ... ............... $ 6,887,548 § 2,067,236 $ 915,299 § 865,298 § 2,831,678

@ The estimate of the timing of future payments under the Executive Deferred Compensation Plan involves the use of certain

assumptions, including retirement ages and payout periods.

" Includes estimated contributions to the unfunded Supplemental Executive Retirement Plan (SERP} and other postretirement benefit

plans made in amounts needed to {und benefit payments for vested participants in these plans throush fiscal 2017, based on actuarial
assumptions.

@ Excludes normal contributions required under cur collective bargaining agreements.

(4)

Unrecognized tax benefits relate to uncertain tax positions recorded under FIN 48, which we adopted as of July 1, 2007. As of June 28,
2008, we had a liability of $6%,830,000 for unrecognized tax benefits for ail tax jurisdictions and $138,207,000 for related interest that
could result in cash payment. As we are not able to reasonably estimate the timing of non-current payments or the amount by which the
liability will increase or decrease over time, the related non-current balances have not been reflected in the "Payments Due by Period”
section of the table. For further discussion of the impact of adopting FIN 48, see Note 16, Income Taxes, in the Notes to Consolidated
Financial Statements in [tem 8.
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paymenis on fixed rate debt based on maturity dates.

&> For purposes of this table, purchase obiigations include agreements for purchases of product in the normal course of business, for which

all significant terms have been confirmed, including minimum quantities resulting from our sourcing initiative. Such amounts included
in the table above are based on estimates. Purchase obligations also includes amounts commitied with a third party to provide
hardware and hardware hosting services over a ten year period ending in fiscal 2015 (See discussion under Note 18, Commitrments and
Contingencies, in the Notes to Consolidated Financial Statements in ltem 8), fixed efectricity agreements and fixed fuel purchase
commitments. Purchase obligations exclude full requirements electricity contracts where no stated minimum purchase voiume is
required.

Certain acquisitions invalve contingent consideration, typically payable anly in the event that certain operating results are attained or
certain outstanding contingencias are resolved. Aggregate contingent consideration amounts outstanding as of June 28, 2008 included
$55,469,000 in cash, This amount is not included in the table above.

No obligations were included in the table above for the qualified retirement plan because as of June 28, 2008, we do not have a
minimum funding requirement under ERISA guidelines for this plan due to our previous voluntary contributions. However, we intend to make
voluntary contributions to the qualified retirement plan totaling $80,000,0C0 during fiscal 2009.

Critical Accounting Policies and Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires us to make estimates and
assumptions that affect the reported amounts of assets, liabilities, sales and expenses in the accompanying financial statements. Significant
accounting policies employed by SYSCO are presented in the notes to the financial statements.

Critical accounting policies and estimates are those that are most important to the portrayal of our financial condition and resuits of
operations. These policies require our most subjective or complex judgments, often employing the use of estimates about the effect of
matters that are inherently uncertain. We have reviewed with the Audit Committee of the Board of Directors the development and selection
of the critical accounting policies and estimates and this related disclosure, Qur most critical accounting policies and estimates pertain to the
allowance for doubtful accounts receivable, self-insurance pregrams, company-sponsored pension plans, income taxes, vendor consid-
eration, accounting for business combinations and share-based compensation.

Allowance for Doubtful Accounts

We evaluate the collectability of accounts receivable and determine the appropriate reserve for doubtful accounts based on a
combination of factors. We utilize specific criteria to determine uncollectible receivables to be written off, including whether a customer has
filed for or has been placed in bankruptcy, has had accounts referred to outside parties for collection or has had accounts past due over
specified periods. Allowances are recorded for all other receivables based on analysis of historical trends of write-offs and recoveries. In
addition, in circumstances where we are aware of a specific customer's inability to meet its financial obligation, a specific allowance for
doubtful accounts is recorded to reduce the receivable to the net amount reasonably expected to be collected. Qur judgment is required as to
the impact of certain of these items and other factors as to ultimate realization of our accounts receivables. If the financial condition of our
customers were to deteriorate, additional allowances may be required.

Self-Insurance Program

We maintain a self-insurance program covering portions of warkers’ compensation, general liability and vehicle liability costs. The
amounts in excess of the self-insured levels are fully insured by third party insurers. We also maintain a fully self-insured group medical
program. Liabilities associated with these risks are estimated in part by considering historical claims experience, medical cost trends,
demographic factors, severity factors and other actuarial assumptions. Projections of {uture loss expenses are inherently uncertain because
of the random nature of insurance claims occurrences and could be significantly affected if future occurrences and ¢laims differ from these
assumptions and historical trends. In an attempt to mitigate the risks of workers' compensation, vehicle and general liability claims, safety
procedures and awareneass programs have been implemented.

Company-Sponsored Pension Plans

Amounts related to defined benefit plans recognized in the financial statements are determined on an actuarial basis. Three of the more
critical assumptions in the actuarial calculations are the discount rate for determining the current value of plan benefits, the assumption for
the rate of increase in future compensation levels and the expected rate of return on plan assets.

For guidance in determining the discount rates, we calculate the implied rate of return on a hypothetical portfolio of high-quality fixed-
income investments far which the timing and amount of cash outflows approximates the estimated payouts of the pensian plan. The
discount rate assumption is reviewed annually and revised as deemed appropriate. The discount rate for determining fiscal 2008 net pension
costs for the company-sponsored qualified pension plan (Retirement Plan), which was determined as of the June 30, 2007 measurement
date, increased 0.05% to 6.78%. The discount rate for determining fiscal 2008 net pension casts for the SERP, which was determined as of
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our net company-sponsored pension costs for all plans for fiscal 2008 by an estimated $480,000. The discount rate for determining fiscal
2009 net pension costs for the Retirement Plan, which was determinad as of the June 28, 2008 measurement date, increased 0.16% to
6.94%. The discount rate for determining fiscal 2009 net pension costs for the SERP, which was determired as of the June 28, 2008
measurement date, increased 0.39% tc 7.03%. The combined effect of these discount rate changes will decrease our net company-
sponsored pension costs for all plans for fiscal 2009 by an estimated $8,692,000. A 1.0% increase in the discount rates for fiscal 2009
would decrease SYSCO's net company-sponsored pension cost by $32,000,000, while a 1.0% decrease in the discount rates would
increase pensicn cost by $49,000,000. The impact of a 1.0% increase in the discount rates differs from the impact of a 1.0% decrease in
discount rates because a 1.0% decrease in discount rates would require additional amounts of amortization from net actuarial losses which
would not be required with a 1.0% increase in this rate. As of June 28, 2008, our net actuarial losses from aur company-sponsored pension
plans were $351,344,000, an increase of $192,438,000. We estimate the amortization of net actuarial losses will increase our fiscal 2009
pension expense by approximately $14,000,000 as compared to fiscal 2008.

We look to actual plan experience in determining the rates of increase in compansation leveis. We used a plan specific age-related set
of rates for the Retirement Plan, which are equivalent to a single rate of 617% as of June 28, 2008 and June 30, 2007. As of June 28, 2008,
the SERP assumes various levels of base salary increase and decrease for determining pay for fiscal 2009 depending upon the participant’s
positicn with the company and a 7% salary growth assumpticn for all participants for fiscal 2010 and thereafter. As of June 30, 2007, the
SERP assumed salary rate increases of 10% through fiscal 2007 and 7% thereafter.

The expected long-term rate of return on plan assets of the Retirement Plan was 8.50% for fiscal 2008 and 9.00% for fiscal 2007. The
expectations of future returns are derived from a mathematical asset model that incorporates assumptions as to the various asset class
returns, reflecting a combination of historical performance analysis and the forward-looking views of the financial markets regarding the
yield on long-term bonds and the historical returns of the major stock markets. Although not determinative of future returns, the effective
annual rate of return on plan assets, developed using geometric/compound averaging, was approximately 9.0%, 7.3%, 12.1% and 8.3% over
the 20-year, 10-year, 5-year and 1-year pericds ended December 31, 2007, respectively. In addition, in nine of the last 15 years, the actual
return on plan assets has exceeded 10.0%. The rate of return assumption is reviewed annually and revised as deemed appropriate.

The expected return on plan assets impacts the recorded amount of net pension costs. The expected long-term rate of return on plan
assets of the Retirement Plan is 8.00% for fiscal 2009, A 1.0% increase {decrease) in the assumed rate of return for fiscal 2009 would
decrease (increase) SYSCQ's net company-sponsored pension costs for fiscal 2009 by approximately $15,800,000.

The adoption of the recognition and disclosure provisions of SFAS 158 as of June 30, 2007 resulted in the recognition of the funded
status of our defined benefit plans in the statement of financial position, with a corresponding adjustment to accumulated other
comprehensive income, net of tax. The amount reflected in accumulated other comprehensive loss as of June 30, 2007 after adoption
of SFAS 158 was a charge, net of tax, of $125,265,000, which represented the net actuarial losses, prior service costs and transition
obligation remaining from the initial adoption of SFAS 87/106 as of that date. The amount reflected in accumulated other comprehensive
loss related to the recognition of the funded status of our defined benefit plans as of June 28, 2008 was a charge, net of tax, of $220,913,000.

Changes in the assumptions, including changes to the discount rate discussed ahove, together with the normal growth of the plans, the
impact of actuarial losses from prior pericds and the timing and amount of contributions, decreased net company-sponsored pension costs
by $8,754,0C0 in fiscal 2008 and are expected to increase net company-sponsored pension cests in fiscal 2009 by approximately
$27,200,000. However, a change in the SERP design is expected to decrease net company-sponsored pension costs in fiscal 2009 by
$7,200,000C, for a net Increase of approximately $20,000,000.

We made cash contributions to our company-spensored pension plans of $92,670,000 and $91,163,800 in fiscal years 2008 and
2007, respectively, including voluntary contributions to the Retirement Plan of $80,000,000 and $80,000,000 in fiscal 2008 and fiscal
2007, respectively. Infiscal 2009, &s in the previous years, contributions to the Retirement Plan will not be required to meet ERISA minimum
funding requirements but we anticipate that we will make voluntary contributions of $80,000,000, which is not greater than the estimated
maximum ameunt that will be tax deductible in fiscal 2009. The estimated fiscal 2009 contributicns to fund benefit payments for the SERP
and other post-retirement plans together are approximately $17,401,000.

Income Taxes

The determination of our provision for income taxes requires significant judgment, the use of estimates and the interpretation and
application of complex tax laws. Our provision for incame taxes reflects a combination of income earned and taxad in the various U.S. federal
and state, as well as Canadian federal and provincial jurisdictions. Jurisdictional tax law changes, increases or decreases in permanent
differences between bock and tax items, accruals or adjustments of accruals for unrecognized tax benefits or valuation allowances, and our
change in the mix of earnings from these taxing jurisdictions all affect the overall effective tax rate.

Prior to fiscal 2008, in evaluating the exposures connected with the various tax filing positions, we established an accrual when, despite
our belief that our tax return positions were supportable, we believed that certain positions may be successfully challenged and a loss was
probable. When facts and circumstances changed, these accruals were adjusted. Beginning in fiscal 2008, we adopted FIN 48, which
changed the accounting for uncertain tax positions. FIN 48 provides that a tax benefit from an uncertain tax position may be recognized
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processes, based on the technical merits of the position. The ameunt recognized is measured as the largest amount of tax benefit that is
greater than 50% likelihood of being realized upon settlement. (See discussion under Note 16, Income Taxes, in the Notes to Consolidated
Financial Statements in item 8).

Qur liability for unrecognized tax benefits contains uncertainties because management is required to make assumpticns and to apply
judgment to estimate the exposures associated with our various filing positions. We believe that the judgments and estimates discussed
herein are reasonable; however, actual results could diffar, and we may be exposed to losses or gains that could be material. To the extent we
prevail in matters for which a liability has been established, or pay amounts in excess of recorded liabilities, our effective income tax rate in a
given financial statement period could be materially affected. An unfavorable tax settlement generally would require use of our cash and may
result in an increase in cur effective income tax rate in the period of resolution. A favorable tax settlement may be recognized as a reduction
in our effective income tax rate in the period of resolution.

Vendor Consideration

\We recognize consideration received from vendors when the services performed in connection with the monies received are compieted
and when the related product has been sold by SYSCQ. There are several types of cash consideration received from vendors. In many
instances, the vendor consideration is in the form of a specified amouni per case or per pound. In these instances, we will recognize the
vendor consideration as a reduction of cost of sales when the product is sold. In the sitvations whera the vendor consideration is not related
directly to specific product purchases, we will recognize these as a reduction of cost of sales when the earnings process is complete, the
related service is performed and the amcunts realized. In certain of these latter instances, the vendor consideration represents a
reimbursement of a specific incremental identifiable cost incurred by SYSCQ. In these cases, we classify the consideration as a reduction
of those costs with any excess funds classified as a reduction of cost of sales and recognize these in the period in which the costs are
incurred and related services performed.

Accounting for Business Combinations

Goodwill and intangible assets represent the excess of consideration paid over the fair value of tangible net assets acquired. Certain
assumptions and estimates are employed in determining the fair value of assets acquired, including goodwill and other intangible assets, as
well as determining the allocation of goodwill to the appropriate reporting unit.

In addition, annually or more frequently as needed, we assess the recoverability of goodwill and indefinite-lived intangibles by
determining whether the fair values of the applicable reporting units exceed the carrying values of these assets. The reporting units used in
assessing goodwill impairment are our six operating segments as described in Note 19, Business Segment Information, to the Consolidated
Financial Statements in Item 8. The components within each of our six operating segments have similar economic characteristics and
therefore are aggregated into six reporting units.

We arrive at our estimates cf fair value using a combination of discounted cash flow and earnings mukiiple models. The results from
each of these models are then weighted and combined into a single estimate of fair value for each of our six operating segmenis. The primary
assurnptions used in these various models include estimated average sales and earnings multiples of comparable acquisitions in the
industry, average sales and earnings multiples on acquisitions completed by SYSCQ in the past, future cash flow estimates of the reporting
units and weighted average cost of capital, along with working capital and capital expenditure requirements.

Actual results could differ irom these assumptions and projections, resulting in the company revising its assumptions and, if required,
recognizing an impairment loss, Our past estimates of fair value for fiscal 2007, 2006 and 2005 have rot been materially different when
revised to include subsequent years’ actual results. SYSCO has not made any material changes in its impairment assessment methodology
during the past three fiscal years. We do not believe the estimates used in the analysis are reasanably likely to change materially in the future
but we will continue to assess the estimates in the future based on the expectations of the reporting units. In fiscal 2008, the reporting units’
fair values would have had to have been lower by 20% compared to the fair values estimated in cur impairment analysis before additional
analysis would have been indicated to determine if an impairment existed for any of our reporting units.

The Other (specialty produce, custom-cut meat, lodging industry products and international distribution operations) operating
segments have a greater proportion of goodwill recorded to estimated fair value as compared to the Broadline or SYGMA reporting units.
This is primarily due to these businesses having been recently acquired, and as a resuit there has been less history of organic growth thanin
the Broadline and SYGMA sagments. In addition, these businesses also have lower levels of cash flow than the Broadline segment. As such,
these Other operating segments have a greater risk of future impairment if their operations were to suffer a significant downturn,

Share-Based Compensation

We provide compensation benefits to employees and non-employee directors under several share-based payment arrangements
including various employee stock incentive plans, the Employees’ Stock Purchase Plan, the Management Incentive Plan and various non-
employee director plans.
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method. Under this transition method, compensation cost recognized in fiscal 2006 and later years includes: a) compensation cost for all
share-based payments granted through July 2, 2005, but for which the requisite service period had not been completed as of July 2, 2005,
based on the grant date fair value estimated in accordance with the original provisions of SFAS 123, and b) compensation cost for all share-
based payments granted subsequent to July 2, 2005, based on the grant date fair value estimated in accordance with the provisions of
SFAS 123(R). Results for periods prior to fiscal 2006 have not bean restated.

As of June 28, 2008, there was $66,432,000 of total unrecognized compensation cost related to share-based compensation
arrangements. That cost is expected to be recognized over a weighted-average period of 2.88 years,

The fair vaiue of each option award is estimated on the date of grant using a Black-Scholes option pricing model, Expected volatility is
based on historical volatility of SYSCO's stock, implied volatifities from traded options on SYSCO's stock and other factors. We wutilize
historical data to estimate option exercise and employee termination behavior within the valuation model; separate groups of employees
that have similar historical exercise behavior are considered separately for valuation purposes. Expected dividend yield is estimated based on
the historical pattern of dividends and the average stock price for the year preceding the option grant. The risk-free rate for the expected term
of the option is based on the U.S. Treasury yield curve in effect at the time of grant.

The fair value of the stock issued under the Employee Stock Purchase Plan is calculated as the difference between the stock price and
the employee purchase price. The fair value of the stock issued under the Management Incentive Plans is based on the stock price less a2 12%
discount for post-vesting restrictions. The discount for post-vesting restrictions is estimated based on restricted stock studies and by
calculating the cost of a hypothetical protective put option over the restriction period.

The compensation cost related to these share-based awards is recognized over the requisite service period. The requisite service period
is generally the period during which an employee is required to provide service in exchange for the award.

The compensation cost related to stock issuances resulting from awards under the Management Incentive Plan was accrued over the
fiscai year to which the incentive bonus relates. The compensation cost related to stock issuances resulting from employee purchases of
stock under the Empfoyees’ Stock Purchase Plan is recognized during the quarter in which the employee payroll withholdings are made.

Certain of our option awards are generally subject to graded vesting over a service period. In those cases, we will recognize
compensation cost on a straight-line basis over the requisite service period for the entire award. In other cases, certain of our aption awards
provide for graded vesting over a service period but include a performance-based provision allowing for the vesting to accelerate. In these
cases, if it is probable that the performance condition will be met, we recognize compensation cost on a straight-line basis over the shorter
performance period; otherwise, we recognize compensation cost over the probable longer service pericd.

In addition, certain of our aptions provide that if the optionee retires at certain age and years of service thresholds, the options continue
to vest as if the optionee continued to be an employee or director. In these cases, for awards granted prior to July 2, 2005, we will recognize
the compensation cost for such awards over the remaining service period and accelerate any remaining unrecognized compensation cost
when the employee retires. For awards granted subsequent to July 3, 2005, we will recognize compensation cast for such awards over the
period from the date of grant to the date the employee first becomes eligible to retire with his options continuing to vest after retirement.

Our option grants include options that qualify as incentive stock options for income tax purposes. In the period the compensation cost
related to incentive stock options is recorded, a corresponding tax benefit is not recorded as it is assumed that we will not receive a tax
deduction related to such incentive stock options. We may be eligible for tax deductions in subsequent periods to the extent that there is a
disqualifying disposition of the incentive stock option. In such cases, we would record a tax benefit related to the tax deduction in an amount
not fo exceed the corresponding cumulative compensation cost recorded in the financial statements on the particular options multiplied by
the statutary tax rate.

New Accounting Standards
SFAS 159

in February 2007, the FASB issved SFAS No. 159, "The Fair Value Option for Financial Assets and Liabilities” (SFAS 159). SFAS 158
permits entities to choose to measure many financial instruments and certain other items at fair value that are not currently required to be
measured at fair value. SFAS 159 also establishes presentation and disclosure raguirements designed to facilitate comparisons between
entities that choose different measurement attributes for similar types of assets and liabilities. SFAS 159 is effective as of the beginning of an
entity's {irst fiscal year that begins after Novernber 15, 2007. We have decided not to adopt SFAS 159 for our existing financial assets and
liabilities at the date of option. Thus, there will be no one-time impact from adoption of this standard to cur consolidated financial
statements.

SFAS 141(R)

fn December 2007, the FASB issued SFAS No. 141(R), “Business Combinations” (SFAS 14i(R)), which establishes principles and
requirements for how an acquirer recognizes and measures in its financial statements the identifiable assets acquired, the liabilities assumed
and any noncentrolling interest in 2 business combination. This statement also establishes recognition and measurement principles for the

27



financial erteCts o1 ing business compinaton. vve will apply 1nis slalement prirmiariy Qi a pruspelilve Dasis U0 DUsicas LUTHLH AL S
beginning in fiscal 2010, Earlier application of the standard is prohibited.

FSP 157-2

In Septernber 2006, the FASE issued SFAS No. 157, "Fair Value Measurements” (SFAS157), which establishes a commen definition for
fair value under generally accepted accounting principles, establishes a framework for measuring fair value and expands disclosure
requirements about such fair value measurements. In February 2008, the FASB issued FASB Staff Position 157-2, “Effective Date of FASB
Statement No. 157" (FSP 157-2), which partially defers the effective date of SFAS No. 157 for one year for non-financial assets and liabilities
that are recognized or disclosed at fair value in the financial statements on a non-recurring basis. Consequently, SFAS 157 will be effective for
SYSCO in fiscal 2009 for financial assets and liabilities carried at fair value and non-financial assets and liabilities that are recognized or
disclosed at fair value on a recurring basis. As a result of the deferral, SFAS 157 will be effective in fiscal 2010 for non-recurring, non-financial
assets and liabilities that are recognized or disclosed at fair value. We believe the adoption of SFAS 157 in fiscal 2009 for financial assets and
liabilities carried at fair value and non-financial assets and liabilities that are recognized or disclosed at fair value on a recurring basis will not
have a material impact on our consolidated financial statements. We are continuing to evaluate the impact of adopting the provisions of
SFAS 157 in fiscal 2010 for non-recurring, non-financial assets and liabilities that are recognized or disclosed at {air value.

SFAS 161

In March 2008, the FASB issued SFAS No. 161, “Disclosures about Derivative Instruments and Hedging Activities, an amendment of
FASE Statement No. 133" (SFAS 161). SFAS 161 requires enhanced disclosures about an entity's derivative and hedging activities and thereby
improves the transparency of financial reporting. This statement will be effective for SYSCO's financial statements beginning with the third
quarter of fiscal 2009. We are currently evaluating the impact the adoption of SFAS 161 may have on its financial statemeni disclosures.

Forward-Looking Statements

Certain statements made herein that look forward in time or express management's expectations or beliefs with respect to the
occurrence of future events are forward-looking statements under the Private Securities Litigation Referm Act of 1995. They include
statements about SYSCO's ability to increase its sales and market share and grow earnings, the continuing impact of econemic conditions
an consumer confidence and our business, expense trends, anticipated multi-employer pension related liabilities and contributions to
various multi-employer pension plans, the outcome of ongoing tax audits, the impact of ongoing legal proceedings, the loss of SYSCO's
largest customer not having a material adverse effect on SYSCO as a whole, compliance with laws and government regulations not having a
material effect on our capital expenditures, earnings ar competitive position, long-term debt to capitalization ratios, anticipated capital
expenditures and the sources of financing for those capital expenditures, continued competitive advantages and positive results from
strategic business initiatives, anticipated company-sponsored pension plan liabilities, the availability and adequacy of insurance to cover
liabilities, the impact of future adoption of accounting pronouncements, predictions regarding the impact of changes in estimates used in
impairment analyses, the anticipated impact of changes in foreign currency exchange rates and SYSCO's ability to meet future cash
requirements and remain profitable.

These statements are based on management’s current expectations and estimates; actual results may differ materially due in part to
the risk factors discussed at ltem 1.A. above and elsewhere. In addition, the success of SYSCO's strategic business initiatives could be
affected by conditions in the economy and the industry and internal factors such as the ability to control expenses, including fuel costs. The
ability to meet long-term debt to capitalization ratios also may be affected by cash flow including amounts spent on share repurchases and
acquisitions and internal growth. Company-sponscred pension plan liabilities are impacted by a number of factors including the discount
rate for determining the current vaiue of plan benefits, the assumption for the rate of increase in future compensation levels and the expected
rate of return on plan assets. Legal proceedings are impacted by events, circumstances and individuals beyond the control of SYSCO.
Predictions regarding the future adoption of accounting prorouncements involve estimates without the benefit of precedent, and i our
estimates turn out to be materially incorrect, our assessment of the impact of the pronouncement could prove incorrect, as well. The
anticipated impact of compliance with laws and regulaticns also involves the risk that estimates may turn cut to be materially incorrect, and
laws and regulations, as well as methoeds of enforcement, are subject to change.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

Interest Rate Risk

We do not utilize financial instruments for trading purposes. Our use of debt directly exposes us to interest rate risk. Floating rate debt,
where the interest rate fluctuates periodically, exposes us to short-term changes in market interest rates. Fixed rate debt, where the interest
rate is fixed over the life of the instrument, exposes us to changes in market interest rates reflected in the fair value of the debt and to the risk
that we may need to refinance maturing debt with new debt at higher rates.

\We manage our debt portfolio to achieve an overail desired position of fixed and floating rates and may employ inierest rate swaps as a
tool to achieve that goal. The major risks from interest rate derivatives include changes in the interest rates affecting the fair value of such
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counterparties in such transactions.

Fiscal 2008

As of June 28, 2008, we had no commercial paper outstanding. Our long-term debt obligations as of June 28, 2008 were
$1,980,331,000, of which approximately 99% were at fixed rates of interest. We had no interest rate swaps outstanding as of June 28,
2008.

The following table presents our interest rate position as of June 28, 2008. All amounts are stated in U.S. dollar equivalents.

Interest Rate Position as of June 28, 2008
Principal Amount by Expected Maturity
Average Interast Rate

2009 2010 201 2012 2013 Thereafter Total Fair Value
{In thousands)

U.S. § Denominated:

Fixed Rate Debt . . ... .. $ 4437 $ 3366 $ 2318 % 201,205 § 251,055 $ 1,478,309 §$ 1,940,690 $ 1,889,602
Average Interest Rate. . 3.7% 3.8% 4.2% 6.1% 4.3% 55% 54%

Floating Rate Debt. . . . .. $8E — 3 — % — 5 - & — $ 15000 % 15,000 $ 15,000
Average Interest Rate. . — — — — - 2.2% 2.2%

Canadian $ Denominated:

Fixed Rate Debt . . ... .. $ 459 § 506 $ 637 § 744 % 818 $§ 21,477 § 24641 § 23,992
Average Interest Rate . . 9.8% 9.8% 9.8% 9.8% 9.8% 9.8% 9.8%

Floating Rate Debt. . . . .. 8 — % — 3 — 3 — 3 — & — § — 5 —

Average Interest Rate. . — — — — — -— —_

Fiscal 2007

As of June 30, 2007, we had cutstanding $531,826,000 of commercial paper at variabte rates of interest with maturities through
September 24, 2007. Excluding commercial paper issuances, our long-term debt abligations as of June 30, 2007 were $1,229,969,000, of
which approximately 99% were at fixed rates of interest. We had no interest rate swaps outstanding as of June 30, 2007.

in the following table as of June 30, 2007, commercial paper issuances are reflected as floating rate debt and both the U.S. and
Canzdian commercial paper issuances outstanding are classified as long-term based on the maturity date of our revolving loan agreement
which supports our U.S. and Canadian commercial paper programs and our intent to continue to refinance this facility on a long-term basis.

The following table presents our interest rate position as of June 30, 2007. All amounts are stated in U.S. dollar equivalents.

Interest Rate Position as of Junse 30, 2007
Principal Amount by Expected Maturity
Average Interest Rate

2008 2009 2010 2011 2012 Thereafter Total Fair Value
{in thousands)

U.S. $ Denominated:

Fixed Rate Debt .. ... . $ 3749 $3525 $976 $679 $ 200641 $ 982214 31,191,184 $ 1,124,343
Average Interest Rate . . 5.1% 59% 21% 1.5% 6.1% 5.6% 5.7%

Floating Rate Debt. . . . .. $18900 $ — % — $ — §$487727 §$ 15000 $ 521,627 $ 521,627
Average Interest Rate . . 57% — — — 53% 4.4% 5.3%

Canadian $ Denominated:

Fixed Rate Debt ... .... $ 419 § 434 $478 $602 % 704§ 21,148 & 23,785 § 22,450
Average Interest Rate . . 9.5% 98% 98% 98% 98% 9.8% 9.8%

Floating Rate Debt. . . . .. $ — % — § — & — % 44099 % — $ 44,099 $ 44,099
Average Interest Rate . . — — — — 4.4% — 4.4%

Foreign Currency Exchange Rate Risk

We have Canadian subsidiaries, all of which use the Canadian dollar as their functional currency with the exception of a financing
subsidiary. To the extent that business transactions are not denominated in Canadian dollars, we are exposed to foreign currency exchange
rate risk. We will also incur gains and losses within shareholders’ equity due to translation of the financial statements from Canadian doilars ta
LS. dollars. Our Canadian financing subsidiary has notes denominated in U.S. dollars, which has the potential to create taxable income in
Canada when the debt is paid due to changes in the exchange rate from the inception of the debt through the payment date. A 10%
unfavorable change in the fiscal 2008 year-end exchange rate and the resulting increase in the tax liability associated with these notes would
nat have a material impact on our results of operations. We do not routinely enter inte material agreements to hedge foreign currency risks.

Fuel Price Risk

The price and availability of diesel fuel fluctuates due to changes in production, seasonality and ather market factors generally outside
of our control. Increased fuel costs may have a negative impact on our results of operations in three areas. First, the high cost of fuel can
negatively impact consumer confidence and discretionary spending and thus reduce the frequency and amount spent by consumers for food
prepared away from home. Second, the high cost of fuel can increase the price we pay fer product purchases and we may not be able to pass
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2008, 2007 and 2006, fuel costs related to outbound deliveries represented approximately 0.6%, 0.6% and U.5% 0f sales, respectively.
fuel costs, excluding any amounts recovered through fuel surcharges, incurred by SYSCO increased by approximately $34,023,000 in fiscal
2008 over fiscal 2007 and $21,225,000 in fiscal 2007 over fiscal 2006.

From time o time, we will enter into forward purchase commitments for a portion of our projected monthly diesel fuel requirements. As
of June 28, 2008, we had no outstanding forward diesel fuel purchase commitments. In July and August 2008, we entered into forward
diesel fuel purchase commitrments totaling approximately $195,000,000 through July 2009, which will lock in the price on approximately
50% of our fuel purchases through the first 26 weeks of fiscal 2009 and approximately 70% of our fuel purchases needs for the last
26 weeks of fiscal 2009.

If fuel pricas continue at current levels, fuel costs in the first 26 weeks of fiscal 2009, exclusive of any amounts recovered through fuel
surcharges, are expected to increase by approximately $55,000,000 to $65,000,000 as compared to the first 26 weeks of fiscal 2008. Our
estimate is based upon the prevailing market prices for diesel mid-August 2008, the cost committed to in our forward fuel purchase
agreements currently in place and estimates of fuel consumption. Actual fuel costs could vary from our estimates if any of these
assumptions change, in particular if future fue! prices vary significantly from our current estimates. A 10% unfavorable or faverable change
in diesel prices from the market price used in our estimates above would change the range of potential increase to $50,000,000 to
$70,000,000.
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The management of SYSCO Corporation ("SYSCQ") is responsible for establishing and maintaining adequate internal control over
financial reporting for the company. SYSCC's internal control system is designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation and fair presentation of published financial statements. All internal control systems, no matter how
well designed, have inherent limitations. Therefore, even those systems determined to be effective can provide only reasonable assurance
with respect to financial statement preparaticn and presentation.

SYSCO's management assessed the effectiveness of SYSCO's internal control over financial reporting as of June 28, 2008. In making
this assessment, it used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission in Internal
Control — Integrated Framework. Based on this assessment, management concluded that, as of June 28, 2008, SYSCQO's internal control over
financial reporting was effective based on those criteria.

Ernst & Young LLP has issued an audit report on the eifectiveness of SYSCQO's internal control over financial reporting as of June 28,
2008.
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ON INTERNAL CONTROL OVER FINANCIAL REPORTING

To the Board of Directers and Sharehclders
SYSCO Cerporation

We have audited 5YSCO Corporation (a Delaware Corporation) and its subsidiaries (the "Company”) internal control over financial
reporting as of June 28, 2008, based on criteria established in Internal Control—Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission (the COSO criteria). SYSCO Corporation's management is responsible for
maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal contral over financial
reporting, included in the accompanying Report of Management on Internal Control Over Financial Reporting. Our responsibility is to
express an opinion on the Company's internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States), Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial
reporting was maintained in all material respects. Our audit included obtaining an understanding of internal controt over financial reporting,
assessing the risk that a material weakness exists, testing and evaluating the design and operating effectiveness of internal control based on
the assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe that our audit
provides a reasanable basis for our opinion,

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles. A company's internal control over financial reporting includes those policies and procedures that (1) pertain to the maintenance
of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide
reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations
of management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of
unautharized acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections
of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadeguate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our apinion, SYSCO Corporation and its subsidiaries maintained, in all material respects, effective internal control over financial
reporting as of June 28, 2008, based on the CO3Q criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated balance sheets as of June 28, 2008 and June 30, 2007 and the related consolidated results of operations, shareholdars' equity
and cash flows for each of the three years in the period ended June 28, 2008 of SYSCO Corporation and its subsidiaries and our report dated
August 26, 2008 expressed an unqualified opinion thereaon.

,EM' ?_...JLLP

Houston, Texas
August 26, 2008
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ON CONDOLIDATED FINANCIAL STATEMENTS

To the Board of Directors and Shareholiders
SYSCO Corporaticn

We have audited the accompanying consolidated balance sheets of SYSCO Corporation {a Delaware Corporation) and subsidiaries
(the “Cormpany”) as of June 28, 2008 and June 30, 2007, and the related consolidated results of operations, shareholders’ equity, and cash
flows for 2ach of the three years in the period ended June 28, 2008, These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based on cur audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidatied financial position of the
Company at June 28, 2008 and June 30, 2007, and the consolidated results of their operations and their cash flows for each of the three
years in the period ended lune 28, 2008, in conformity with U.S. generally accepted accounting principles.

As discussed in Note 2 to the consolidated financial statements, the Company adopted the recognition and disclosure provisions,
effective June 30, 2007, and the change in measurement date provision, effective July 1, 2007, of Statement of Financial Accounting
Standard {SFAS) No. 158, “Employers’ Accounting for Defined Benefit Pension and Other Postretirament Plans — an amendment of FASB
Statements No. 87, 88, 106, and 132{R)". Also, discussed in Note 2 to the consolidated financial statements, effective July 1, 2007, SYSCO
Corporation adopted FASB Interpretation No. 48, "Accounting for Uncertainty in Income Taxes — an Interpretation of FASB Statement
No. 109" (FIN 48), which clarifies the accounting fer uncertainty in income taxes recognized in accerdance with SFAS No. 109, "Accounting
for Income Taxes” {(SFAS 109).

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
effectivenass of SYSCO Corporation and subsidiaries internal control over financial reporting as of June 28, 2008, based cn criteria
established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission
and our report dated August 26, 2008 expressed an unqualified opinion thereon.

,54«..»" y,._ju.p

Houston, Texas
August 26, 2008
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CONSOLIDATED BALANCE SHEETS

June 28, 2008 June 30, 2007

(In thousands except for
share data}

ASSETS
Current assets
Cash and cash equivalents. . . .. . ... ... . . . . % bb1,652 § 207,872
Accounts and notes receivahle, less allowances of $31,730and $31,841 .. .. ..., ... .. 2,723,189 2,610,885
TRV =T Y (o2 =T 1,836,478 1,714,187
Prepaid expenses and other CUMment 8$SetS . . . . .. . oo ittt i o 63,814 123,284
Prepaid INCOME taXBS . . . . . . e e e e — 19,318
Total CUTENt ASSETS . . . . . . . o 5,175,033 4,675,546
Plant and equipment at cost, less depreciation . . . .. ... . .. . . . e 2,889,790 2,721,233
Other assets
Goodwill. . . ... e 1,413,224 1,355,313
Intangibles, less amortization . . . .. ... . e 87,528 91,366
Restricted cash . . . . . . 92,587 101,929
Prepaid pension Cost. . . .. .. 215,159 352,390
Other . . 208,972 221,164
Total Other @8Se1S . . . . . ot e 2,017,470 2,122,152
Total @8SetS . . . . oo e $ 10,082,293 $ 9,518,931

Current liabilities

Notes payahle. . ... . . $ — § 18,900
Accounts payable . .. ... 2,048,759 1,981,180
AcCrued EXPENSES. . . . . . . 917,892 922,682
AcCrued INCOME T8XES . . . . . . . . 11,665 —
Deferred taxes . . . . 516,131 488,849
Current maturities of long-termdebt. . . ... . ... ... . . 4,896 3.568
Total current ligbilities. . .. 0. 3,499,343 3,415,089
Other liabiiities
Longtermdebt. . .. ... . e 1,975,435 1,758,227
Deterred taxes . . . .. . ... . 540,330 626,695
Other long-term ligbilities . . . . .. . . . 658,199 440,520
Total other labilities . . . .. .. o e 3,173,964 2,825,442
Commitments and contingencies
Shareholders’ equity
Preferred stock, par value $1 per share
Authorized 1,500,000 shares, issued NONe . . . . . . . . . . — —
Common stock, par value $1 per share
Authorized 2,000,000,000 shares; issued 765,174,900 shares . . .. .. ... .. .. .. ... .... 765,175 765,175
Paid-in capital . . ... 712,208 637,164
Retained GaImIng S . . . 6,041,429 5,644,078
Accumulated ather comprehensive 0SS . .. ... . ... .. (68,768} (4,081}
7,450,044 6,942,346
Less cost of treasury stock 163,942,358 and 153,334,523 shares . . . .. ... ... ... .. .... 4,041,058 3,663,946
Total shareholders’ equity. . . . .. ... . ... 3,408,986 3,278,400
Total liabilities and shareholders’ equity . .. .. ... . . . . . $ 10,082,293 % 9,518,931

See Notes to Consolidated Financial Statements
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CONSOLIDATED RESULTS OF OPERATIONS

Year Ended
June 28, 2008 June 30, 2007 July 1, 2006
{In thousands except for share data)

BalES . . e $ 37,522,111 § 35042075 § 32,628,438
Costof sales. .. . .. e 30,327,254 28,284,603 26,337,107
GroSs Margin . . . ..o e e e 7,194,857 6,757,472 6,291,331

Operating 8XPaNSES . . - - o . it e e 5,314,908 5,048,990 4,796,301

Operating INCOME . . .\ v ot e e e e e e 1,879,849 1,708,482 1,495,030
IMEErESt BXPENSE . . . ottt et e 111,541 105,002 108,100
Other INCOME, NBY . . . oL e e e e e (22,930} (17,735) (9,0186)
Earnings before income taxes and cumulative effect of accounting change . . 1,791,338 1,621,215 1,394,946
INCOMEB 1BXES . . . .t oot et e e 685,187 620,139 548,906
Earnings before cumulative effect of accounting change. . .. .......... .. 1,106,151 1,001,076 846,040
Cumulative effect of accountingchange ... ... ... ... ... . .. .. ... ... — — 9,285

Netearnings ... .................

$ 11061517 § 1,001,076 $ 855325

Earnings before cumulative effect of accounting change:

Basic earnings per share. . ... ... ..
Diluted earnings per share ... ... ..

Net earnings:

Basic earnings pershare. . ... ... ..
Diluted earnings per share ... .. ...
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........................... k3 183 % 1682 % 1.36
........................... 1.81 1.60 1.35
........................... 3 1.83 1.62 1.38
........................... 1.81 1.60 1.36

See Notes to Consolidated Financial Statements



Balance as of

July 2, 2005 . . ..

Neteamings. . ............
Minimum pension liability

adjustment

Foreign currency translation

adjustment

CONSOLIDATED SHAREHOLDERS' EQUITY

Accumulated

Qther
Common Stock Paid-in Retained Comprehensive Treasury Stock
Shares Amount Capital Earnings Income (Loss) Shares Amount Total

{In thousands excapt for share data}

765,174,900 $765,175 $389,053 $4,552,379 § (13,677) 136,607,370 £2,934,031 $2,758,839

Change in fair value of interest
rateswap ... ... ... ... ..

Amortization of cash flow
hedge.................

Comprehensive income . .. . ..
Dividends declared . ... ... ..
Treasury stock purchases . . . ..
Treasury stock issued for
acquisitions . . ... ........
Share-based compensation
awards . ... ...

Balance as of July 1, 2006 . . . .
Netearmnings. .............
Minimum pension liability
adjustment .. ...........
Foreign currency translation
adjustment . ............
Amortization of cash flow
hedge.................

Comprehensive income . . .. ..
Dividends declared . .. ... ...
Treasury stock purchases . . . . .
Share-based compensation
awards ... ........ ...,
Adoption of SFAS 158
recognition provision, . . . . ..

Balance as of June 30, 2007. . .

Neteamnings. .............
Foreign currency transiation
adjustment .. ...... .. ...
Amortization of cash flow
hedge. . ...............
Amortization of prior service
cost . ...
Amortization of net actuarial

Amortization of transition
obligation .. ............

Pension funded status
adjustment .. ... ...

Comprehensive income . . . . ..
Dividends declared . ... .. ...
Treasury stock purchases . . . ..
Share-based compensation

awards . . ... ... . L.
Adopticnof FIN48 . .. ... ..
Adontion of SFAS 158

measurement date

provision . .. ............

Balance as of June 28, 2008. . .

855,325 865,325

43,180 43,180

47,718 47,718

7,064 7,064

333 333

953,620

(408,264} (408,264)

530,563 (530,563}

1,750 {1,305} 3,055
134,881 {140,716} _ 275,597
765,174,900 $765,176 $525,684 $4,999440 $ 84,618 146,279,320 $3,322,633 $3,052,284
1,001,076 1,001,076

3,469 3,469

25,052 25,052

428 428

1,030,025

(456,438) (456,438)

558,788  (559,788)

111,470 {218,475) 329,845
(117,628) {117,628)

765,174,900 $765,175 $637,154 $5.544.078 § (4,061) 153,334,523 $3,663,946 $3,278,400
1,106,151 1,108,151

30,514 30,514

427 427

3,777 3,777

2,003 2,003

93 93

(124,301) {124,301}

1,018,664

(513,593) {(513,593)

520,256  (520,255)

75,054 (143,143) 218,197
{91.635) (91,835)

(3,572) 22,780 19,208

765,174,900 $765,175 $712,208 $6,041,423 §$ (68,768}

163,942,358 $4,041,058 $3,408,986

See Notes to Consolidated Financial Statements
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CONSOLIDATED CASH FLOWS

Cash flows from operating activities:
Net earnings
Adjustments to reconcile net earnings to cash provided by operating activities:

Cumulative effect of accounting change, net of tax
Share-based compensation eXpense. . . . .. ... .. i
Depreciation and amortization
Deferred tax provision . . .. . . e
Provision for losses onreceivables . . .. ... ... ... oo
(Gain) loss on sale of ASSEtS. . . . . o .o oo
Additianal investment in certain assets and liabilities, net of effect of businesses

acquired:

{Increase) inrecaivables. . . ... ... ...
{Increase) iN INVENIONBS . . . . . . .. ..
Decrease (increase) in prepaid expenses and other current assets
Increase in accounts payable
{Decrease) increase in accrued expenses
(Decrease} in accrued income taxes
Decrease {increase) in other assets
Increase (decrease} in other long-term liabilities and prepaid pension cost, net. .
Excess tax benefits from share-based compensation arrangements

Net cash provided by operating activities

Cash flows from investing activities:
Additions to plant and equipment. . . ... .. ... L e
Proceeds from sales of plant and equipment
Acquisition of businesses, net of cash acquired
Decrease {increase) in restricted cash

Net cash used for investing activities . . . .. ... ... .. .

Cash flows from financing activities:
Bank and commerciat paper borrowings (repaymentsh, net. . .. ...... ... ... ..
Qther debt borrowings
Other debt repayments. . .. . .. ...
Dbt iSSUANGCE COSTS . . . . o ottt e
Cash (paid for) received from termination cf interest rate swap
Common stock reissued from treasury. .. .. ... ... o
Treasury stock purchases
Dividends paid
Excess tax benefits from share-based compensation arrangements . . ... ... ...
Net cash used for financing activities . . . .. ... ... ... . ... oL

Effect of exchange rates on cash

Net increase in cash
Cashatbeginningof year. . . ... ... . . .

Cash at end Of ¥BaT . .. . . ..

Supplemental disclosures of cash flow information:
Cash paid during the year for:

Interest

Income taxes

Year Ended

June 28, 2008 June 30, 2007 July 1, 2006

{In thousands}

$1,106,151  $1,001,076 $ 855,326
— — {9,285}
80,650 97,985 126,837
372,529 362,659 345,062
643,480 545,871 482,111
32,184 28,166 19,841
{2,747) (6,279} 847
(128,017) (134,153) {(162,586)
(110,925) (95,932} {(119,392)
59,896 (62,773} 1,741
54,451 85,422 49,775
{22,721) 132,936 29,161
{608,783) (491,993) (545,634)
11,926 (36,426) {17,937)
13,459 {14,817) 75,382
{4,404} (8,810) {6,569
1,696,129 1,402,922 1,124,679
{515,963} (603,242} {613,934}
13,320 16,008 21,037
{65,259) (59,322} (114,378}
2,342 {2,155} (2,243}
(555,560 648,711) (609,618}
(650,726} 121,858 240,017
757,972 5,280 500,987
(7,628) {(109,6586) (413,383}
(4,192) (7 {3,998}

— — (21,196}
128,238 221,736 128,055
(529,179) {6560,865) (544,131)
(497,467} (445,416) {397.537)
4,404 8,810 6,569
{698,578} (748,250) {504,817)
1,689 14 {325}
343,680 5.975 10,219
207,872 201,897 191,678
$ 551,652 § 207,872 § 201,897
$ 98330 §$ 107,109 §$ 107.242
530,169 563,968 619,442

See Notes to Consolidated Financial Statements
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1. SUMMARY OF ACCOUNTING POLICIES
Business and Consolidation

Sysco Corporation, {(SYSCO or the company), acting through its subsidiaries and divisions, is engaged in the marketing and distribution
of a wide range of food and related products primarily to the foodservice or "food-prepared-away-from-home” industry. These services are
perfarmed for over 400,000 customers from 180 distribution facilities located throughout the United States and Canada.

The accompanying financial statements include the accounts of SYSCO and its consolidated subsidiaries. All significant intercompany
transactions and account balances have been eliminated.

The preparation of financial statements in conformity with generally accepted accounting principles reguires management to make
estimates that affect the reported amounts of assets, liabilities, sales and expenses. Actual results could differ from the estimates used.

Cash and Cash Equivalents

For cash flow purposes, cash includes cash equivalents such as time deposits, certificates of deposit, short-term investments and all
highly liquid instruments with original maturities of three months or less.

Accounts Receivable

Accounts receivable consist primarily of trade receivables from customers and receivables from suppliers for marketing or incentive
programs, SYSCQO determines the past due status of trade receivables based on contractual terms with each customer. SYSCO evaluates the
collectability of accounts receivable and determines the appropriate reserve for doubtful accounts based on a combination of factors. The
company utilizes specific criteria to determine uncollectible recetvables to be written off including whether a customer has filed for or been
placed in bankruptcy, has had accounts referred to outside parties for collection or has had accounts past due over specified periods.
Allowances are recorded for all other receivables based on an analysis of historical trends of write-offs and recoveries. In addition, in
circumstances where the company is aware of a specific customer’s inability to meet its financial obligation to SYSCO, a specific atlowance
for doubtful accounts is recorded to reduce the receivable to the net amount reasonably expected to be collected. In addition, allowances are
recorded for all other receivables based on an analysis of historical trends of write-offs and recoveries.

Inventories

Inventories consisting primarily of finished goods include food and related products and lodging products held for resale and are valued
at the lower of cost {first-in, first-out method) or market. Elements of costs include the purchase price of the product and freight charges to
deliver the product to the company’s warehouses and are net of certain cash or non-cash cansideration received from vendors (see "Vendor
Consideration”).

Plant and Equipment

Capital additions, improvements and major replacements are classified as plant and equipment and are carried at cost. Depreciation is
recorded using the straight-line method, which reduces the book value of each asset in equal amounts over its estimated useful life, and is
included within operating expenses in the consolidated results of operations, Maintenance, repairs and minor replacements are charged to
earnings when they are incurred. Upon the disposition of an asset, its accumulated depreciation is deducted from the original cost, and any
gain or loss is reflected in current earnings.

Applicable interest charges incurred during the construction of new facilities and develcpment of software for internal use are
capitalized as cne of the elements of cost and are amortized over the assets’ estimated useful lives. Interest capitatized for the past three
years was $6,805,000 in 2008, $3,955,000 in 2007 and $2,853,000 in 2006.

Long-Lived Assets

Management reviews long-fived assets, including finite-lived intangibles, for indicators of impairment whenever events or changes in
circumstances indicate that the carrying value may not be recoverable. Cash flows expected to be generated by the related assets are
estimated over the asset's useful life based on updated projections. If the evaluation indicates that the carrying amount of the asset may not
be recoverable, the potential impairment is measured based on a projected discounted cash flow model.

Goodwill and Intangibles

Goodwill and intangibles represant the excess of cost over the fair value of tangible net assets acquired. Goodwill and intangibles with
indefinite lives are not amortized. Intangibles with definite lives are amortized on a straight-line basis over their useful lives, which generally
range from thiee to ten years.
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goodwilt and indefinite-lived intangibles is assessed annually, or more frequently as needed when events or changes have occurred that
would suggest an impairment of carrying value, by determining whether the fair values of the applicable reporting units exceed their carrying
values. The reporting units used to assess goodwill impairment are the company’s six operating segments as described in Note 19, Business
Segment Information. The components within each of the six operating segments have similar economic characteristics and therefore are
aggregated into six reporting units. The evaluation of fair value reguires the use of projections, estimates and assumptions as to the future
performance of the operations in performing a discounted cash flow analysis, as well as assumptions regarding sales and earnings multiples
that would be applied in ccmparabie acquisitions.

Derivative Financial Instruments

SFAS No.133, “Accounting for Derivative [nstruments and Hedging Activities” (SFAS 133), requires the recagnition of ali derivatives as
assets or liabilities within the consolidated balance sheets at fair value. Gains or losses on derivative financial instruments designated as fair
value hedges have been recognized immediately in the consolidated results of operations, along with the offsetting gain or loss related to the
underlying hedged item.

Gains or losses on derivative financial instruments designated as cash flow hedges have been recorded as a separate component of
shareholders’ equity at their settlement, whereby gains or losses are reclassified to the Consolidated Results of Operations in conjunction
with the recognition of the underlying hedged ftem.

In the normal course of business, SYSCO enters into forward purchase agreements for the procurement of fuel, electricity and product
commodities refated to SYSCO's business. These agreements meet the definition of a derivative. However, the company elected to use the
normal purchase and sale exempticn available under SFAS 133 (as amended and interpreted); therefare, these agreements are not recorded
at fair value.

Treasury Stock

The company records treasury stock purchases at cost. Shares removed from treasury are valued at cost using the average cost
method.

Foreign Currency Translation

The assets and fiabilities of all foreign subsidiaries are translated at current exchange rates. Related translation adjustments are
recarded as a component of accumulated other comprehensive income (loss),

Revenue Recognition

The company recognizes revenue from the sale of a praduct when it is considered to be realized or realizable and earned. The company
determines these requirements to be met at the point at which the product is delivered to the customer. The company grants certain
customers sales incentives such as rebates or discounts and treats these as a reduction of sales at the time the sale is recognized. Sales tax
collected fram customers is not included in revenue but rather recorded as a liability due to the respective taxing authorities. Purchases and
sales of inventory with the same counterparty that are entered into in contemplation of one another are considered to be a single
nonmonetary transaction. Beginning in the fourth quarter of fiscal 2006, the company recorded the net effect of such transactions in the
consolidated results of operations within sales as a result of a new accounting standard, EITF Issue No. 04-13, "Accounting for Purchases
and Sales of Inventory With the Same Counterparty,” (EITF 04-13). See further discussion in Note 2, Changes in Accounting.

Vendor Consideration

SYSCO recognizes consideration received from vendors when the services performed in connaction with the manies received are
completed and when the related product has been sold by SYSCO as a reduction to cost of sales. There are several types of cash
consideration received from vendors. In many instances, the vendor consideration is in the form of a specified amount per case or per pound.
In these instances, SYSCO will recognize the vendor consideration as a reduction of cost of sales when the product is sold. In the situatians
where the vendor consideration is not related directly to specific product purchases, SYSCO will recognize these as a reduction of cost of
sales when the earnings process is complete, the related service is performed and the amounts realized. In certain of these latter instances,
the vendor consideration represents a reimbursement of a specific incrementa! identifiable cost incurred by SYSCO. In these cases, SYSCC
classifies the consideration as a reduction of those costs, with any excess funds classified as a reduction of cost of sales and recognizes these
in the period in which the costs are incurred and related services performed.

Shipping and Handling Costs

Shipping and handling costs include costs associated with the selection of products and delivery to customers. Included in operating
expenses are shipping and handling costs of approximately $2,155,794,000 in fiscal 2008, $1,977,516,000 in fiscal 2007, and
$1,857,093,000 in fiscal 2006.

40



SYSCC maintains a self-insurance program covering portions of workers' compensation, general and vehicle liability costs, The
amounts in excess of the self-insured levels are fully insured by third party insurers. The company also maintains a fully self-insured group
medical program. Liabilities associated with these risks are estimated in part by considering historical claims experience, medical cost
trends, demographic factors, severity factors and other actuarial assumptions.

Share-Based Compensation

SYSCO recognizes expense for its share-based compensation based on the fair value of the awards that are granted. The fair value of
the stock options is estimated at the date of grant using the Black-Scholes option pricing madel. Option pricing methods require the input of
highly subjective assumptions, including the expected stock price volatifity, Measured compensation cost is recognized ratably over the
vesting period of the related share-based compensation award. Cash flows resulting from tax deductions in excess of the compensation cost
recognized for those options (excess tax benefits) are classified as financing cash flows on the consolidated cash flows statements.

Acquisitions

Acquisitions of businesses are accounted for using the purchase method of accounting, and the financial statements include the results
of the acquired operations from the respective dates they joined SYSCO.

The purchase price of the acquired entities is aliocated to the net assets acquired and liabilities assumed based on the estimated fair
value at the dates of acquisition, with any excess of cost over the fair value of net assets acquired, including intangibles, recognized as
goodwill The balances included in the consolidated balance sheets related to recent acquisitions are based upon preliminary information
and are subject to change when final asset and liability valuations are obtained. Material changes to the preliminary allocations are not
anticipated by management.

2. CHANGES IN ACCOUNTING
FIN 48

Effective July 1, 2007, SYSCO adopted FASB Interpretation No, 48, "Accounting for Uncertainty in Income Taxes — an Interpratation of
FASE Statement No. 109" (FIN 48), which clarifies the accounting for uncertainty in income taxes recognized in accordance with
SFAS Ne. 109, "Accounting for Income Taxes"” (SFAS 109). FIN 48 clarifies the application of SFAS 109 by defining criteria that an individual
tax position must meet for any part of the benefit of that position to be recognized in the financial statemenis. Additionally, FIN 48 provides
guidance on the measurement, derecognition, classification and disclosure of tax positions, along with accounting for the related interest
and penalties. The impact of adopting this standard is discussed in Note 16, Income Taxes.

Pension Measurement Date Change and SFAS 158 Adoption

Beginning in fiscal 2006, SYSCO changed the measurement date for the company-sponsored pension and other postretirement benefit
plans from fiscal year-end to May 31st, which represented a change in accounting, Management believes this accounting change was
preferable, as the one-month acceleration of the measurement date allowed additional time for management to evaluate and report the
actuarial pension measurements in the year-end financial statements and disclosures within the accelerated filing deadlines of the Securities
and Exchange Commission. The cumulative effect of this change in accounting resulted in an increase to earnings in the first quarter of fiscal
2006 of $9,285,000, net of tax. The impact to pro forma net earnings and earnings per share adjusted for the effect of reiroactive application
of the change in measurement date on net company-sponsored pension costs for fiscal 2005 was not material.

In September 2006, the FASB issued SFAS No. 158, "Employers’ Accounting for Defined Benefit Pension and Other Postretirement
Plans — an amendment of FASB Statements No. 87, 88,106, and 132(R)" (SFAS 158). SFAS 158 has two major provisions. The recognition
and disclosure provision requires an employer to recognize a plan's funded status in its staterment of financial position and recognize the
changes in a defined benefit postretirement plan's funded status in comprehensive income in the year in which the changes occur. The
measurernent date provision requires an employer to measure a plan's assets and obligations as of the end of the employer's fiscal year.
SYSCO adopted SFAS 158's recognition and disclosure requirements as of June 30, 2007. In addition, SYSCO elected to early adopt the
measurement date provision in order to adopt both provisions of this accounting standard at the same time. See discussion of the impact of
adoption in Note 12, Employee Benefit Plans.

EITF 04-13 Adoption

In September 2005, the Emerging Issues Task Force reachad a consensus on EITF 04-13 which requires that two or more inventory
transactions with the same counterparty (as defined) should be viewed as a single nonmonetary transaction if the transactions were entered
into in contemplation of one another. Exchanges of inventory between entities in the same line of business should be accounted for at fair
value or recorded &t carrying amounts, depending on the classification of such inventory. This guidance was effective for the fourth quarter of
fiscal 2006 for SYSCO. SYSCO has certain transactions where finished goods are purchased from a customer or sourced by that customer
for warehousing and distribution and resold to the same customer, These transactions are evidenced by iitle transfer and are separately
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purchase amount and within sales for the sales amount. In fiscal 2008 and 2007, the company recorded the net effect of such transactions
in the consolidated results of operations within sales by reducing sales and cost of sales in the amount of $338,907,000 and $334,002,000,
respectively, In the fourth quarter of fiscal 2006, the company recorded the net effect of such transactions in the consolidated results of
operations within sales by reducing sales and cost of sales in the amount of $99,803,000. The amount included in the consolidated results
of cperations within cost of sales for the 39 week period ended April 1, 2006 that were recorded on a gross basis prior to the adoption of
EITF 04-13 was $279,746,000. This amount was not restated when the new standard was adopted because only prospective treatment was
allowed.

SFAS 123(R) Adoption

In December 2004, the FASB issued SFAS No. 123(R), "Share-Based Payment,” (SFAS 123(R)), which is a revision of SFAS No. 123,
"Accounting for Stock-Based Compensation” (SFAS123), SFAS 123(R) supersedes APB Opinion No. 25, “Accounting for Stock Issued to
Employees” (APB Qpinion 25), and amends SFAS No. 95, "Statement of Cash Flows.” In fiscal 2006, SYSCO adopted the provisions of
SFAS123(R) utilizing the modified-prospective transition method under which prior period results have not been restated. See discussion of
the impact of adoption in Note 15, Share-Based Compensation.

3. NEW ACCOUNTING STANDARDS
SFAS 159

In February 2007, the FASB issued SFAS No. 159, "The Fair Value Option for Financial Assets and Liabilities” (SFAS 159), SFAS 159
permits entities to choose to measure many financial instruments and certain other items at fair value that are not currently required to be
measured at fair value. SFAS 159 zlso establishes presentation and disclosure requirements designed to facilitate comparisons between
entities that choose different measurement attributes for similar types of assets and fiabilities. SFAS 159 is effective as of the beginning of an
entity's first fiscal year that begins after November 15, 2007. The company decided not to adopt SFAS 159 for its existing financial assets and
liabilities at the date of option. Thus, there will be no one-time impact from adopticn of this standard to its consclidated financial staterments.

5FAS 141(R)

in December 2007, the FASB issued SFAS No. i41(R}, “Business Combinations” (SFAS 141(R)), which establishes principles and
requirements for how an acquirer recognizes and measures in its financial statements the identifiable assets acquirad, the liabilities assumed
and any noncontrolling interest in a business combination. This statement also establishes recognition and measurement principles for the
goodwill acquired in a business combination and disclosure requirements to enable financial statement users to evaluate the nature and
financial effects of the business combination. SYSCO will apply this statement primarily on a prospective basis for business combinations
beginning in fiscal 2010, Earlier application of the standard is prohibited,

FSP 157-2

In September 20086, the FASB issued SFAS No. 157, “Fair Value Measurements” (SFAS 157), which establishes a common definition for
fair value under generally accepted accounting principles, establishes a framework for measuring fair value and expands disclosure
requirements about such fair value measurements. In February 2008, the FASB issued FASB Staff Position 157-2, "Effective Date of FASB
Statement No. 157" (FSP 157-2), which partially defers the effective date of SFAS No.157 for one year for non-financial assets and liabilities
that are recognized or disclosed at fair value in the financial statements on a non-recurring basis. Consequentty, SFAS 157 will ke effective for
SYSCO in fiscal 2009 for financial assets and liabilities carried at fair value and non-financial assets and liabilities that are recognized or
disclosed at fair value on a recurring basis. As a result of the deferral, SFAS 157 will be effective in fiscal 2010 for non-recurring, non-financial
assets and liabilities that are recognized or disclosed at fair value. The adoption of SFAS 157 in fiscal 2009 for financial assets and liabilities
carried at fair value and non-financial assets and liabilities that are recognized or disclosed at fair value on a recurring basis will not have a
material impact on the company's consolidated financial statements. The company is continuing to evaluate the impact of adopting the
provisions of SFAS 157 in fiscal 2010 for non-recurring, non-financial assets and liabilities that are recognized or disclosed at fair value.

SFAS 161

In March 2008, the FASB issued SFAS No. 161, “Disclosures about Derivative Instruments and Hedging Activities, an amendment of
FASB Statement No. 133" (SFAS 181). SFAS 161 requires enhanced disclosures about an entity's derivative and hedging activities and thereby
improves the transparency of financial reporting. This Statement will be effective for SYSCO'’s financial statements beginning with the third
quarter of fiscal 2009. The company is currently evaluating the impact the adoption of SFAS 161 may have on its financial statement
disclosures.
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A summary of the activity in the allowance for doubtful acgounts appears below:

2008 2007 2006
Balance at beginningof pertod . .. . ... ... ... $ 31,841,000 $& 29,100,000 $ 29,604,000
Chargedtocostsand expenses . . .. .. . ... ... ... . i, 32,185,000 28,156,000 19,895,000
Allowance accounts resulting from acquisitions and other adjustments . . 71,000 595,000 728,000
Customer accounts written off, netof recoveries .. ... ............ {32,367,000) {26,010,000) (21,128,000}
Balance atendofperiod ......... ... ... ... . . ... $ 31,730,000 $ 31,841,000 $ 29,100,000

5. PLANT AND EQUIPMENT

A summary of plant and equipment, including the related accumulated depreciation, appears below:

Estimated Useful

June 28, 2008 June 30, 2007 Lives
Plant and equipment, at cost:
Land ... $ 270,157,060 & 239,206,000
Buildings and improvements . ... ... .. ... L 2,652,091,000 2,428,184,000 1040 vears
Fleet, equipmentand software. . . ....... ... .. ... . ....... 2,542,235,000 2,416,948,000 3-20 years
5,464,483,000 5,084,338,000
Accumulated depreciation. . .. ... ... ... (2,574,693,000) {2,363,105,000)
Net plant and equipment. . ... ... ... ... . e $ 2,889,790,000 § 2,721,233,000

Depreciation expense, including capital leases, for the past three years was $352,569,000 in 2008, $341,714,000 in 2007 and
$320,669,000 in 2006.

6. GOODWILL AND OTHER INTANGIBLES

The changes in the carrying amount of geodwill and the amount allocated by reportable segment for the years presented are as follows:

Broadline SYGMA Other Total
Carrying amountas of July 1, 2006 .. ............... $ 709,414,000 % 32,610,000 § 560,567,000 3 1,302,591,000
Goodwill acquired duringyear. . ... ... ... . . 13,017,600 — 29,168,000 42,185,000
Currency translation/Other ... ..... ... ... ....... 10,253,000 (1,000 285,000 10,537,000
Carrying amount as of June 302007 . . ...... . .. ... .. 732,684,000 32,608,000 590,020,000 1,355,313,000
Goodwill acquired duringyear. .. ... .. ... ... L. 11,637,000 — 33,861,000 45,398,000
Currency translation/Other ... ...... ... .. ... . .... 12,199,000 — 314,000 12,513,000
Carrying amount as of June 28,2008 ............... $ 756,420,000 § 32,609,000 § 624,195,000 § 1.413,224,000

The following table presents details of the company's other intangible assets:

June 28, 2008 June 30, 2007
Gross Carrying Accumulated Gross Carrying  Accumulated
Arnount Arnortization Net Amount Amortization Net
Amortized intangible assets:
Customer relationships . ..... ... .. $ 123,605,000 $ 43,756,000 $79,849,000 $114,844,000 $31,721,000 $83,123,000
Non-compete agreements . .. ... ... 4,163,000 2,443,000 1,720,000 5,027,000 2,841,000 2,188,000
Trademarks . . .................. 500,000 220,000 280,000 700,000 175,000 525,000
Total amortized intangible assets. . . . . 128,268,000 46,419,000 81,849,000 120,571,000 34,737,000 85,834,000
Unamortized intangible assets:
Trademarks .. .................. 5,679,000 — 5,679,000 5,632,000 — 5,532,000
Total .. ... $ 133,947,000 $§ 46,419,000 $87,528,000 $126,103,000 $34,737,000 $91,366,000

Amortization expense for the past three years was $13,865,000 in 2008, $12,711,000 in 2007 and $10,773,000 in 2C06. Amortization
expense for each year includes expense related to assets that have been fully amortized and whose balances have been removed in the
schedule above in the period full amortization is reached, The estimated future amortization expense for the next five fiscal years on
intangible assets outstanding as of June 28, 2008 is shown below:

Amount

14,138,000
13,726,000
13,227,000
12,942,000
10,410,000
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SYSCO is required by its insurers to collateralize a part of the self-insured portion of its workers' compensation and liability claims.
SYSCO has chosen to satisfy these collateral requirements by depositing funds in insurance trusts or by issuing letters of credit.

In addition, for certain acquisitions, SYSCO has placed funds into escrow to be disbursed to the sellers in the event that specified
operating results are attained or contingencies are resolved. During fiscal 2008, escrowed funds in the amount of $7,000,000 were
released to sellers of acquired businesses. In addition, escrowed funds of 2,000,000 were released from escrow related to an acquisition
for which the contingent consideration period expired without the additional consideration being earned.

A summary of restricted cash balances appears below:

June 28, 2008 June 30, 2007

Funds deposited in INSUrANCE frUSES . . . . . .. . . $ 92,587,000 $ 92,929,000
Escrow funds related to acquisitions . . . .. ... — 9,000,000
L] | $ 92,587,000 $ 101,929,000

8. DERIVATIVE FINANCIAL INSTRUMENTS

S5YSCO manages its debt portfolio by iargeting an overall desired pasition of fixed and floating rates and may employ interast rate
swaps from time to time to achieve this goal. The company does nct use derivative financial instruments for trading or speculative purposes.

In March 2005, SYSCO entered into a forward-starting interest rate swap with a notional amaunt of $350,000,000. In accordance
with 5FAS No. 133, the company designated this derivative as a cash flow hedge of the variability in the cash outflows of interest payments
on $350,000,000 of the September 2005 forecasted debt issuance due to changes in the benchmark interest rate. In September 2005, in
conjunction with the issuance of the 5.375% senior notes, SYSCQ settled the $350,000,000 notional amount forward-starting interest rate
swap. Upon settlement, SYSCO paid cash of $21,196,000, which represented the fair value of the swap agreement at the time of settlement.
This amount is being amortized as interest expense over the 30-year term of the debt, and the unamortized balance is reflected as a loss, net
of tax, in other comprehensive income (loss),

9. SELF-INSURED LIABILITIES

SYSCO mainiains a self-insurance program covering portions of workers' compensation, general and vehicle liability costs. The
amounts in excess of the self-insured levels are fully insured by third party insurers. The company also maintains a fully self-insured group
medical program. A summary of the activity in self-insured liabilities appears betow:

2008 2007 2006
Balance at beginningof period ... ... ... ... ... L. $ 125844000 $ 115557000 $ 105,593,000
Charged to costs and expenses . ... ... v . 306,571,000 302,812,000 274,061,000
Payments . .. ... ... (314,690,000} (292,525,000) (264,097,000)
Balance atendof period. . ... ... ... ... ... ... . $ 117725000 $ 125,844,000 % 115,557,000
10. DEBT AND OTHER FINANCING ARRANGEMENTS
SYSCO's debt consists of the following:
June 28, 2008 June 30, 2007

Short-term borrowings, interest at 5.7% as of June 30, 2007 . . ... ... ........... 3 — 5 18,900,000
Commercial paper, interest averaging 5.2% as of June 30, 2007 ................. — 531,826,000
Senior notes, interest at 6.1%, maturing in fiscal 2012. . .. ... ... ... . ... ... .... 200,372,000 200,467,000
Senior notes, interest at 4.2%, maturing in fiscal 2013. . .. . ... .. ... ... .. ... .. .. 249,619,000 —
Senior notes, interest at 4.6%, maturing in fiscal 2014. . .. ... ... ... .. ... . L. 206,331,000 207,435,000
Senior notes, interest at 5.25%, maturing in fiscal 2018. .. ... ... ... ... .. ... 496,683,000 —
Debentures, interest at 7.16%, maturing in fiscal 2027 ... ... ... ... ... ......... 50,000,000 50,000,000
Debentures, interest at 6.5%, maturingin fiscal 2029 . ... . ... ... ... . ... ... ..... 224,522,000 224,488,000
Senior notes, interest at 5.3756%, maturing in fiscal 2036. . . .. ... ....... . ... .... 499,696,000 499,581,000

Industrial Revenue Bonds, mortgages and other debt, interest averaging 6.2% as of
June 28, 2008 and 7.1% as of June 30, 2007, maturing at various dates to fiscal

202G . . e 53,208,000 47,988,000
Total debt. . .. 1,980,331,000 1,780,695,000
Less current maturities and shorttermdebt ... ... (4,896,000) (22,468,000}
Netlong-termdebt . . . . ... $ 1,975,435000 $ 1,758,227,000
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Amount

2000 . e e $ 4,896,000

2000 e e e e e 3,872,000
7 2,955,000
20 2 e e 201,949,000
203 L e e 251,873,000

Short-term Borrowings

$YSCO has uncommitted bank lines of credit, which as of June 28, 2008 provided for unsecured borrowings for working capital of up to
$145,000,000. Barrowings outstanding under these lines of credit were zero and $18,900,000, as oi June 28, 2008 and June 30, 2007,
respectively.

Commercial Paper

SYSCO has a commercial paper program allowing the company to issue short-term unsecured notes in an aggregate amount not to
exceed $1,300,000,000.

SYSCO and one of its subsidiaries, SYSCO International, Co., have a revolving credit facility supporting the company’s U5, and
Canadian commercial paper programs. The facility in the amount of $1,000,000,000 terminates on November 4, 2012, subject to extension.
Since this long-term facility supports the company’s commercial paper programs, the $531,826,000 of outstanding commercial paper
issuances as of June 30, 2007 was classified as long-term debt. There were no commercial paper issuances outstanding as of June 28,
2008.

This facility was originally entered into in Novernber 2005 in the amount of $500,000,000 and was increased to $750,000,000 in
March 2006. In September 2006, the termination date on the facility was extended to Novernber 4, 2011, in accordance with the terms of
the agreement. In September 2007, the amount of the facility was increased te $1,000,000,000 and the termination date on the facility was
extended to November 4, 2012. This facility replaced the previous $450,000,000 (U.S. dollar) and $100,000,000 (Canadian doltar)
revolving credit agreements in the U.S. and Canada, respectively, both of which were terminated in November 2005,

During fiscal 2008, 2007 and 2006, aggregate outstanding commercial paper issuances and short-term bank borrowings ranged from
approximately zero to $1,113,241,000, $356,804,000 to $755,180,000, and $126,846,000 to $774,530,000 respectively.

Fixed Rate Debt

In July 2005, SYSCO repaid the 4.75% senior notes totaling $200,000,000 at maturity also utilizing & combination of cash flow from
operaticns and commercial paper issuances.

In Saptember 2005, SYSCO issued 5.375% senior notes totaling $500,000,000 due on September 21, 2035, under its April 2005 shelf
registration. These notes, which were priced at 99.911% of par, are unsecured, are not subject to any sinking fund requirement and include a
redemption provision which allows SYSCO to retire the notes at any time prior to maturity at the greater of par plus accrued interest or an
amount designed to ensure that the note holders are not penalized by the early redemption. Proceeds from the notes were utilized to retire
commercial paper issuances outstanding as of Septermber 2005.

In September 2005, in conjunction with the issuance of the 5.375% senior notes, SYSCO settled a $350,000,000 nctional amount
forward-starting interast rate swap which was designated as a cash flow hedge of the variability in the cash outflows of interest payments on
the debt issuance due to changes in the benchmark interest rate. See Note 8, Derivative Financial Instruments, for further discussion.

In May 2006, SYSCO repaid the 7.0% senior notes totaling $200,000,000 at maturity utilizing a combination of cash {low from
operations and commercial paper issuances.

In Aprit 2007, SYSCO repaid the 7.25% senior notes totaling $100,000,000 at maturity utilizing a combination of cash flow from
operations and commercial paper issuances.

In January 2008, the SEC granted our request to terminate our then existing shelf registration statement that was filed with the SEC in
April 2005 for the issuance of debt securities, In February 2008, we filed an automatically effective well-known seasoned issuer shelf
registration statement for the issuance of up to $1,000,000,000 in debt securities with the SEC.

In February 2008, we issued 4.20% senior notes totaling $250,000,000 due February 12, 2013 (the "2013 notes”) and 5.25% senior
notes totaling $500,000,000 due February 12, 2018 (the 2018 notes”) under our February 2008 shelf registration. The 2013 and 2018
notes, which were priced at 99.835% and 99.310% of par, respectively, are unsecured, are not subject to any sinking fund requirement and
include a redemption provision which allows us to retire the notes at any time prior to maturity at the greater of par plus accrued interest or
an amount designed to ensure that the nate holders are not penalized by the early redemption. Proceeds from the notes were utilized to
retire commercial paper issuances ouistanding as of February 2008.
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fund requirement and include a redemption provision that allows $YSCO to retire the debentures and notes at any time prior to maturity at
the greater of par plus accrued interest or an amount designed to ensure that the debenture and note holders are not penalized by the early
redemption.

The 7.16% debentures due April 15, 2027 are unsecured, zre not subject to any sinking fund requirement and are no longer redeemable
prior to maturity.

The 610% senior notes due June 1, 2012, issued by SYSCO International, Co., a wholly-owned subsidiary of SYSCQ, are fully and
uncenditionally guaranteed by Sysco Corporation, are not subject to any sinking fund requirement, and include a redemption provision
which allows SYSCO International, Co. to retire the notes at any time prior to maturity at the greater of par plus accrued interest or an
amount designed to ensure that the note holders are not penalized by the early redemption,

SYSCO's Industrial Revenue Bonds have varying structures. Final maturities range from three to 18 years and certain of the bonds
provide SYSCQO the right to redeem the bonds at various dates. These redemption provisions generally provide the bendholder a premium in
the early redemption years, declining to par value as the bonds approach maturity.

Total Debt

Total debt as of June 28, 2008 was $1,980,331,000, of which approximately 99% was at fixed rates averaging 5.4% with an average life
of 14 years, and the remainder was at floating rates averaging 2.2%. Certain loan agreements contain typical debt covenants to protect note
holders, including provisions to maintain the company's long-term debt to total capital ratio below a specified level. SYSCO was in
compliance with all debt covenants as of June 28, 2008,

The fair value of SYSCCO's total long-term debt is estimated based on the quoted market prices for the same or similar issues or on the
current rates offered to the company for debt of the same remaining maturities. The fair value of total long-term debt approximated
$1,928,595,000 as of June 28, 2008 and $1,693,619,000 as of June 30, 2007, respectively.

Other

As of june 28, 2008 and June 30, 2007 letters of credit outstanding were $35,785,000 and $62,645,000, respectively.

1. LEASES

Although SYSCO normally purchases assets, it has obligations under capital and operating leases for certain distribution facilities,
vehicles and computers. Total rental expense under operating leases was $95,315,000, $94,163,000, and $100,690,000, in fiscal 2008,
2007 and 2006, respectively. Contingent rentals, subleases and assets and obligations under capital leases are not significant.

Aggregate minimum lease payments by fiscal year under existing non-capitalized long-term leases zre as follows:

Amount
200G . e e $ 64,000,000
D4 1 55,292,000
4 I 42,624,000
D741 1 30,689,000
2O 3 23,657,000
TRErgaf T . . 74,571,000

12. EMPLOYEE BENEFIT PLANS

SYSCO has defined benefit and defined contribution retirement plans for its employees. Alsg, the company contributes to varicus
multi-employer plans under collective bargaining agreements and provides certain health care benefits to eligible retirees and their
dependents.

SYSCQO maintains a qualified retirement plan (Retirement Plan) that pays benefits to employees at retirement, using fermulas based on
a participant’s years of service and compensation.

The defined contribution 401(k) plan provides that under certain circumstances the company may make matching contributions of up
to 50% of the first 6% of a participant’s compensation. SYSCO's contributions to this ptan were $31,501,000 in 2008, $26,032,000 in
2007, and $21,898,000 in 2006.

SYSCQ's centributions to multi-employer pension plans were $35,040,000, $32,974,000, and $29,796,000 in fiscal 2008, 2007 and
2006, respectively. See further discussion of SYSCC's participation in multi-employer pension plans in Note 18, Commitments and
Contingencies.

In addition to receiving benefits upon retirement under the company’s defined benefit plan, participants in the Management Incentive
Plan (see "Management Incentive Compensation” in Note 15, Share-Based Compensation Flans) will receive benefits under a Supplemental
Executive Retirement Plan {(SERP). This plan is 2 nonqualified, unfundad supplementary retirement plan.
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On June 30, 2007, SYSCO adopted the recognition and disclosure provisions of SFAS 158, SFAS 158 requires the company to recognize
the funded status of its company-sponsored defined benefit plans in its statement of financial position, with a corresponding adjustment to
accumulated other comprehensive income, net of tax. The adjustment to accumulated other comprehensive income at adoption represents
the net actuarial losses, prior service costs, and transition obligation remaining from the initial adoption of SFAS 87/106, all of which were
previously netted against the funded status of the plans in the company's statement of financial position pursuant to the provisions of
SFAS 87/106. These amounts will subsequently be recognized as net benefit cost consistent with the company's historical accounting policy
for amortizing such amounts. In addition, actuarial gains and losses that arise in subsequent periods and are not recognized as net periodic
benefit cost in the same periods will be recognized as a component of other comprehensive income. Those amounts will subsequently be
recognized as a component of net periodic benefit cost on the same basis as the amounts recognized in accumulated other comprehensive
income at the adoption of SFAS 158.

The effects of the adoption of the recognition and disclosure provisions of SFAS 158 on the company's consaolidated balance sheet as of
June 30, 2007 are presented in the following table. The adoption of SFAS 158 had no effect on the company’s consolidated results of
operations for the fiscal year ended June 30, 2007, or for any prior pericd presented, and it will not affect the company’s consolidated results
of operations in future periods. Pricr to the adoption of SFAS 158 on June 30, 2007, the company recognized an additional minimum pensicn
fliability pursuant to the provisions of SFAS 87/106. The effect of recognizing the additional minimum pension liability is included in the table
below in the column labeled "Prior to Adopting SFAS 158"

As of June 30, 2007
Prior to Adopting Effect of Adopting As Reported at

SFAS 168 SFAS 158 June 30, 2007
Prepaid pension COSt .. . .o $ 436,236,000 § {83,846,000) % 352,390,000
Intangible asset {Otherassets) . ......... .. ... ... .. ... ....... 43,854,000 {43,854,000) —
Current accrued benefit liability {Accrued expenses) ... ........ . ... — {10,967,000) (10,967,000}
Long-term deferred tax liability . ... ........... ... .. ... ... . ... (38,196,000} 73,328,000 35,132,000
Non-current accrued benefit liability (Other long-term liabilities) . .. .. .. {271,369,000} (52,289,000) (323,658,000)
Accumulated other comprehensive loss. . .. ... ... .. L L. 7,637,000 117,628,000 125,265,000

SFAS 158 also has a measurement date provision, which is a requirement to measure plan assets and benefit obligations as of the date
of the employer's fiscal year-end statement of financial position, effective for fiscal years ending after December 15, 2008. In the first quarter
of fiscal 2006, SYSCO changed the measurement date for company-sponsored pension and other postretirement banefit plans from fiscal
year-end to May 31st to allow additicnal time for management to evaluate and report the actuarial pension measurements in the year-end
financial statements and disclosures within the accelerated filing deadlines of the Securities and Exchange Commission. The cumulative
effect of this change in accounting resulted in an increase to earnings in the first quarter of fiscal 2006 of $9,285,000, nat of tax. With the
issuance of SFAS 158, SYSCO elected to early adopt the measurement date provision in order to adopt both provisions of this accounting
standard at the same time. As a result, beginning in fiscal 2008, the measurement date for all plans returned to correspond with fiscal year-
end. The company performed measurements as of May 31, 2007 and June 30, 2007 of the plan assets and benefit cbiigations, SYSCO
recorded a charge to beginning retained earnings on July 1, 2007 of $3,572,000, net of tax, for the impact of the difference in our company-
sponsored pension expense between the two measurement dates, The company also recorded a benefit to beginning accumulated other
comprehensive income (loss} on July 1, 2007 of $22,780,000, net of tax, for the impact of the difference in the recognition provision
between the two measurement dates.
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The funded status of SYSCO's company-sponsored defined benefit plans is presented in the table below. The caption “Pension Benefits”
in the tables below includes hoth the Retirement Plan and the SERP.

Change in benefit obligaticn:
Benefit obligation at beginning of year. . .. .. .. ..
Service cost . ... ...
Interestcost . . ... ... . ..
Amendments . ... ... . e
Actuarial foss (gain) . .. ... ... ..o
Actual expenses . .. ... .. e
Total disbursements. . . .......... ... ... ...
Settlements/Adjustments (Measurement date
changel. . ...... .. ... e

Benefit obligation atend of year . .. ... .. ......

Change in plan assets:
Fair value of plan assets at beginning of year. . . . .
Actualreturnonplanassets. ................
Employer contribution . ... ... .. L
Actualexpenses ... .. ... ... .
Total disbursements. .. ... ... .. .. ... L. ...
Settlerents/Adjustments (Measurement date
change) . .. ... .. o

Fair value of plan assets atend of year. ... .. ...

Funded status at measurementdate. ........ ..
Contributions after measurement date, before end

Pension Benefits

Other Postretirement Plans

June 28, 2008

June 30, 2007

June 28, 2008

June 30, 2007

1,665,327,000 & 1,381,409,000 8,675,000 % 8,045,000
90,570,000 84,654,000 484,000 451,000
101,218,000 91,311,000 570,000 531,000
(30,048,000 3,410,000 — —
1,205,000 46,463,000 {209,000} (359,000}
(10,445,000) {10,814,000} — —
(34,588,000) {31,106,000} {238,000} 7.000
(48,254,000} — {127,000) —
1,634,987,000 1,565,327,000 9,155,000 8,675,000
1,590,689,000 1,282,302,000 — —
(95,634,000} 259,471,000 — —
92,670,000 90,836,000 238,000 {7,000}
{10,445,000 {10,814,000) — —
(34,586,000} {31,1086,000) {238,000 7,000
{16,122,000} — — —
1,526,572,000 1,590,689,000 — —
(108,415,000} 25,362,000 {9,155,000) {8,675,000)
N/A 993,000 N/A 85,000
(108,415,000 $ 26,355,000 $ {9,155,000) $ (8,590,000

In order to meet a portion of its obligations under the SERP, SYSCO maintains life insurance policies on the lives of the participants with
carrying values of $129,480,000 as of June 28, 2008 and $131,011,000 as of June 30, 2007. These policies are not included as plan assets or
in the funded status amounts in the tables above and below. SYSCQ is the sole cwner and beneficiary of such policies. The projected benefit
obligation for the SERP was $323,574,000 and $327,028,000 as of June 28, 2008 and June 30, 2007, respactively.

The amounts recognized aon SYSCO's consolidated balance sheet related to its company-sponsored defined benefit plans are as

follows:

Prepaidpension cost . ... ... .. ... . . ...

Current accrued benefit liability {Accrued expenses) . .

Non-current accrued benefit liability (Other long-term
liabifities) . .. .. ...

Net amount recognized . ......... ... ... ... ...

Pension Benefits

QOther Postretirernent Plans

June 28, 2008

June 30, 2007

June 28, 2008

June 30, 2007

215,159,000 $ 352,380,000 §
(17,082,000)

(306,492,000)

(10,784,000)

(315,251,000}

— &
(319,000}

(8,836,000}

(183,000}

(8,407,000)

(108,415,000) §

26,355,000 §

{9,155,000) $

(8,590,000

Accumulated other comprehensive toss as of June 28, 2008 consists of the following amounts that had not, as of that date, been

recognized in net benefit cost:

Other
Postretirement
Pension Benefits Plans Total
Prior S8IVICE COSt . . . e e e $ 9,145,000 § 436,000 $ 9,581,000
Net actuarial 108885 {QaiNSs) . . . . . . . e 351,344,000 {2,912,000) 348,432,000
Transition obligation. .. .. ... ... ... — 754,000 754,000
Total. . o $ 360,489,000 8 {1,7220000% 358,767,000

Accumulated other comprehensive loss as of June 30, 2007 consists of the following amounts that had not, as of that date, been
recognized in net benefit cost:

QOther
Postretirement
Pension Benefits Plans To1al
Prior ServiCe COST . . . o o et e e $ 45,678,000 % 591,000 $ 46,269,000
Net actuarial losses (Qains). . .. . ... o e 158,906,000 (2,741,000) 156,165,000
Transition obligation. . ... .. . — 920,000 920,000
TOtal. « o $ 204,584,000 § (1,230,0000% 203,354,000
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$1,377,832,000 as of June 28, 2008 and June 30, 2007, respectively.

Information for plans with accumulated benefit obligation/aggregate benefit obligation in excess of fair value of plan assets is as
follows:

Other
Postretirernent
Pension Benefits Plans

June 28, 2008 June 30, 2007  June 28, 2008 June 30, 2007

Accumulated benefit obligation/aggregate benefit
obligation. . . ... ... . ... . $ 2775790008 262,541,000 % 9155000 % 8675000
Fair value of plan assets atendof year . . .. .. ... ... .. — — — —

Components of Net Benefit Costs

The components of net company-sponsored pension costs for each fiscal year are as follows:

Pension Benefits

2008 2007 2006
G BIVICE COST. o v vt it e e e e e e e $ 90,570,000 $ 84,654,000 % 100,028,000
IErEST COST . . o v it e e e 101,218,000 91,311,000 83,600,000
Expectedreturn on plan assets . . . .. ... i {135,345,000) (116,744,000) (104,174,000}
Amortization of prior service cost .. . ... ... L 5,985,000 5,684,000 4,934,000
Amortization of net actuarialloss. . ... ... . ... .. .. . 3,408,000 9,686,000 46,204,000
Net pension COStS . . ... ... . i $ 65837,000% 74591.000% 130,592,000

The components of other postretirement benefit costs for each fiscal year are as follows:

Other Postretirement Plans

2008 2007 2006
SBIVICE COSE . . . .t i $ 484,000 $ 451,000 $§ 510,000
T = = ol 570,000 531,000 472,000
Expected return on plan @sSets . . . .. . .. L — — —
Amortization of prior service Cost. . . . . ... 143,000 201,000 202,000
Amortization of net actuarial gain., . .. ... . ... {156,000} (132,000) (15,000}
Amortization of transition obligation . . . ... .. ... L L 153,000 154,000 153,000
Net other postretirement benefitcosts. .. ... ... .. ... .. . oo $ 1,194,000 $ 1,205000 $ 1,322,000

Primarily as a result of the funded status and expected asset performance of the Retirement Plan, net company-spensored pension
costs decreased $8,754,000 in fiscal 2008. Net company-sponsored pension costs in fiscal 2009 are expected to increase by approx-
imatety $20,000,000 due primarily to lower returns on assets of the Retirement Plan.

Amounts included in accumulated other comprehensive loss as of June 28, 2008 that are expected to be recognized as components of
net company-sponsored benefit cost during fiscal 2009 are:

Other
Postretirement
Pension Benefits Plans Total
Amortization of prior service Cost . ... ... ... $ 1,376,000 $ 130,000 $ 1,506,000
Amortization of net actuarial losses (gains} ... ........... ... ... ... 17,728,000 (158,000) 17,570,000
Amortization of transition obligation. . . ... ... .. .. .. . o — 153,000 153,000
L] $ 19704000 $ 125000 § 19,229,000

Employer Contributions

The company made cash contributions to its company-sponsored pension plans of $92,670,000 and $91,163,000 in fiscal years 2008
and 2007, respectively, including $80,000,000 in voluntary contributions to the Retirement Plan in both fiscal 2008 and 2007,
respectively, In fiscal 2009, as in previous years, contributions to the Retirement Plan will not be recuired to meet ERISA minimum
funding requirements, yet the company anticipates it will make voluntary contributions of approximately $80,000,000. The company's
contributions to the SERP and other post-retirement plans are made in the amounts needed to fund current year benefit payments. The
estimated fiscal 2009 contributions to fund benefit payments for the SERP and other postretirement plans are $17,082,000 and $319,000,
respectively.
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Estimated future benefit payments for vested participants, based on actuarial assumptions, are as follows:

Other
Postretirement

Pension Benefits Plans
200, $ 44671000 $§ 319,000
2000, 50,484,000 434,000
{0 S R 56,792,000 608,000
200 63,500,000 732,000
B 1 1 71,919,000 863,000
Subsequent five years . . ... e 503,938,000 5,431,000

Assumptions

Weighted-average assumptions used to determine benefit obligations as of year-end were:

June 28, 2008 June 30, 2007

Discount rate — Retirement Plan and Other Postretirement Plans. . .. ... . ... . ... ... ..... 6.94% 6.564%
Discountrate — SERP. . . .. o 7.03 6.40
Rate of compensation increase — Retirement Plan .. .. .. ... ... ... ... ... .. .. .. ... ... 6.17 6.17

For determining the benefit obligations as of June 28, 2008, the SERP calculations assume various levels of base salary increase and
decrease for determining pay for fiscal 2009 depending upon the participant's position with the company and a 7% salary growth
assumption for all participants for fiscal 2010 and thereafter. For determining the benefit obligations as of June 30, 20G7, the SERP
calculations assumed annual salary increases of 10% through fiscal 2007 and 7% thereaiter,

Woeighted-average assumptions used to determine net company-sponsored pension costs and other postretirement benefit costs for
each fiscal year were:

2008 2007 2006

Discount rate — Retirerment Plan and Other PostretirementPlans ... .. .. .. ... .. ... ... . ... .. .. 6.78%6.73%5.60%
Discount rate — SERP .. . . 6.64 673 560
Expected rate of return — Retirement Plan. . . . . ... . .. L 850 900 9.00
Rate of compensation increase — Retirement Plan ... .. ... ... .. . 6.17 617 589

For determining net pension costs related to the SERP for each fiscal year, the calculation for fiscal 2008 assumes annual salary
increases of 7%. The calculations for fiscal 2007 and 2006 assumed annual salary increases of 10% through fiscal 2007 and 7% thereafter.

A healthcare cost trend rate is not used in the calculations of posiretirement benefits obligations because SYSCO subsidizes the cost of
postretirement medical coverage by a fixed dollar amount, with the retiree responsible for the cost of coverage in excess of the subsidy,
including all future cost increases.

For guidance in determining the discount rate, SYSCO calculates the implied rate of return on a hypothetical portfolio of high-quality
fixed-income investments for which the timing and amount of cash outilows approximates the estimated payouts of the company-
sponsored pension plans. The discount rate assumption is reviewed annually and revised as deemed appropriate. The discount rate to be
used for the calculation of fiscal 2009 net company-sponsored benefit costs {or the Retirement Plan and Other Postretirement Plans is
6.94%. The discount rate to be used for the calculation of fiscal 2009 net company-sponsored benefit costs for the SERP is 7.03%.

The expected long-term rate of return on plan assets is derived from a mathematical asset mcdel that incorporates assumpticns as to
the various asset class returns, reflecting a combination of rigorous historical performance analysis and the forward-looking views of the
financial markets regarding the yield on long-term bends and the historical returns of the major stock markets. The rate of return assumption
is reviewed annually and revised as deemed appropriate. The expected long-term rate of return {0 be used in the calculation of fiscal
2009 net company-sponsored beneiit costs for the Retirement Plan is 8.00%.

The measurement date for fiscal 2006 and 2007 was May 31st. As discussed above under SFAS 158 Adoption, an additional
measurement was performed as of June 30, 2007. The measurement date for fiscal 2008 was fiscal year-end.

Investment Policy and Assets

SYSCO's investment objectives target a mix of investments that can potentially achieve an above-average rate of return. SYSCO has
determined that this strategy is appropriate due to the relatively low ratio of retirees as a percentage of participants, low average years of
participant service and low average age of participants and is willing to accept the above-average level of short-term risk and variability in
returns to attempt to achieve a higher level of long-term returns. As a result, the company's strategy targets a mix of investments that
include 70% stocks (including a2 mix of large capitalization U.S. stocks, small- to mid-capitalization U.S. stocks and international stocks) and
30% fixed income investments and cash equivalents.
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June 28, June 30,

2008 2007
EQUity SECUMLIES . . . . . . e, 68.8% 72.0%
Debt SECUNTIES . . . . . . e, 31.2 28.0

TOtal. e e 100.0% 100.0%

13. SHAREHOLDERS' EQUITY

Basic earnings per share has been computed by dividing net earnings by the weighted average number of shares of commaon stock
outstanding for each respective year. Diluted earnings per share has been computed by dividing net earnings by the weighted average
number of shares of common stock outstanding during those respective years adjusted for the dilutive effect of stock options outstanding
using the treasury stock method.

A reconciliation of the numerators and the denominators of the basic and diluted earnings per share computations for the periods
presented follows:

2008 2007 2006

Numerator:
Earnings before cumulative effect of accounting change . ... ... .. $ 1,106,151,000 % 1,001,076,000 % 846,040,000
Cumulative effect of accountingchange . .. ... .......... ..... — — 9,285,000
NetBarnings. . ... . $ 1,106,151,000 % 1,001,076,000 $§ 855,325,000
Denominator:

Weighted-average basic shares outstanding. . . ... .. ... ...... 605,905,545 618,332,752 621,382,766

Dilutive effect of share-basedawards ... ............ ... .... 5,065,238 8,034,046 7,417,881

Weighted-average diluted shares outstanding. . . .. ........... 610,970,783 626,366,798 628,800,647
Basic earnings per share:
Earnings before cumulative effect of accounting change ... ... . .. $ 183 § 1.62 % 1.36
Cumulative effect of accountingchange . .. ...... ... ... ... .. — — 0.02
Netearnings. . . ... ... .. .. $ 183 $ 162 $ 1.38
Difuted earnings per share:
Earnings before cumulative effect of accountingchange ... .. .. .. $ 181 § 160 & 1.35
Cumulative effect of accountingchange ... .................. — —— 0.01
Neteamings. . ... .. . .. $ 181 % 160 % 1.36

The number of options that were not included in the diluted earnings per share calculation because the effect would have been anti-
dilutive was approximately 33,400,000, 21,900,000 and 28,500,000 for fiscal 2008, 2007 and 2006, respectivaly,

Dividends declared were $513,593,000, $456,438,000 and $408,264,000 in fiscal 2008, 2007 and 2006, respectively. Included in
dividends declared for each year were dividends declared but not yet paid at year-end of approximately $132,000,000, $116,000,000 and
$1C5,000,000 in fiscal 2008, 2007 and 20086, respectively. '

14. COMPREHENSIVE INCOME

Comprehensive income is net earnings plus certain other items that are recorded directly to shareholders’ equity. Comprehensive
income was $1,018,664,000, $1,030,025,000 and $953,620,000 in fiscal 2008, 2007 and 20086, respectively.

A summary of the components of other comprehensive income (loss) and the related tax effects for each of the years presented is as
follows:

2008

Before-Tax After-Tax

Amount Income Tax Amount
Foreign currency translation adjustment . ... . ... ... .. ... ... ..., 30,514,000 — 30,514,000
Amortization of cash flow hedge. . . .. ... ... . ... ... . ... ... . ... 693,000 266,000 427,000
Amortization of prior service cost . . .. ... ... L 6,128,000 2,351,000 3.777.000
Armortization of net actuarial losses. .. ... .. ... ... ... .. .. ... ..., 3,253,000 1,250,000 2,003,000
Amortization of transition obligation .. . ... ... . ... ... . ... ... ... 153,000 60,000 93,000
Pension funded status adjustment . ... ... ... ... ... {201,788,000) (77,487,000) (124,301,000}

Other comprehensive 0SS . . . . .. . .. .. i $ (161,047,000} § (73,560,000) $ (87,487,000}
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Before-Tax After-Tax

Amount Income Tax Amount
Minimum pension liability adjustment. .. ... ... ... ... ... ... ... .. $ 5,633,000 $ 2,164,000 % 3,469,000
Foreign currency translation adjustment . . ... ... . ... ... .. . ... .. 25,052,000 — 25,052,000
Amortizationof cash flow hedge . .. ... . ... . ... . ... . . 694,000 266,000 428,000
Other comprehensive ingome . . ... ... ... .. ... $ 31379000 $ 2430000 $§ 28949000

2006

Before-Tax After-Tax

Amount Income Tax Amount
Minimum pension liability adjustment .. ... ... ... ... L $ 70097000 $ 26917000 $ 43,180,000
Foreign currency translation adjustment . . .. .. ... ... L L 47,718,000 — 47,718,000
Change in fair value of interestrate swap .. ... ... ... ... ... .. ... 11,388,000 4,324,000 7,064,000
Amortizationof cash flowhedge . . .. ... ... ... .. . oL 540,000 207,000 333,000
Other comprehensive income . . ... ... ... . . i $ 129,743,000 $ 31,448,000 $ 98295000

The following table provides a summary of the changes in accumulated other comprehensive income (loss) for the years presented:

Pension and Other

Postretirement

Foreign Currency

Benefit Plans Translation Interest Rate Swap Total

Balanceasof July 2, 2005. . . . ... .......... $ (54,286,000 $ 60,730,000 % {20,121,0000 $ (13,677.000
Minirmum pension liability adjustment. ... ... ... 43,180,000 — — 43,180,000
Foreign currency translation adjustment .. .. .. .. — 47,718,000 — 47,718,000
Change in fair value of interest rate swap . . ... .. — — 7,064,000 7,064,000
Amortization of cash flowhedge . ... ... ... .. — — 333.000 333,000
Balanceas of July 1,2006. . . . .............. {11,106,000} 108,448,000 {12,724,000) 84,618,000
Minimum pension lisbility adjustment. . ... ... .. 3.469,000 — — 3,469,000
Foreign currency translation adjustment . . . . .. .. — 25,052,000 — 25,052,000
Amortization of cash flow hedge . ... ... ... ... — — 428,000 428,000
Adoption of SFAS 158 recognition provision . . . . . (117,628,000} — — {117,628,000)
Balance as of June 30,2007 . . . ............. (125,265,000} 133,500,000 (12,296,000} (4,061,000
Adopticn of SFAS 158 measurement date

ProviSiON . . .. .. .. e 22,780,000 — — 22,780,000
Foreign currency translation adjustment . .. . .. .. — 30,514,000 — 30,514,000
Amortization of cash flow hedge . . ... .. ... ... — — 427,000 427,000
Amortization of prior service cost. . ... . ... ... 3,777.000 — — 3,777,000
Amortization of net actuarial losses . ... ... ... . 2,003,000 — — 2,003,000
Armortization of transition obligation ... ... ... .. 93,000 — — 93,000
Pension funded status adjustment . . ... .... ... {124,301,000} — — {124,301,000)
Balance as of June 28,2008 .. ... ... ..... .. $ {220,913,0000 $ 164,014,000 $ {11.869,000) § (68,768,000

15. SHARE-BASED COMPENSATION

Prior to July 3, 2005, SYSCO accounted for its stock option plans and its Employees’ Stock Purchase Plan using the intrinsic value

method of accounting provided under APB Opinion No. 25, “Accounting for Stock lssued to Employees,” (APB 25) and related
interpretations, as permitted by FASB Staterment No. 123, "Accounting for Stock-Based Compensation,” (SFAS 123) under which no
compensation expense was recognized for stock option grants and issuances of stock pursuant to the Employees’ Stock Purchase Plan.
However, share-based compensation expense was recognized in periods prior te fiscal 2006 (and continues to be recognized) for stock
issuances pursuant to the Management Incentive Plan and stock grants to non-employee directors. Share-based compensation was a pro
forma disclosure in the financial statement footnotes and continues to be provided for periods prior to fiscal 2006.

Effective July 3, 2005, SYSCO adopted the fair value recognition provisions of FASB Statement No. 123(R), "Share-Based Payment,”
(SFAS 123¢R)) using the modified-prospective transition method. Under this transition method, compensation cost recognized in fiscal
2006 and later years includes: a) compensation cost for ali share-based payments granted through July 2, 2005, but for which the requisite
service period had not been completed as of the beginning of the fiscal year, based on the grant date fair value estimated in accordance with
the original provisions of SFAS 123, and b) compensation cost for all share-based payments granted during the fiscal year, based on the grant
date fair value estimated in accordance with the provisions of SFAS 123(R}. Results for prior periods were not restated.

The adoption of SFAS 123(R) results in lower diluted shares outstanding than would have been calculated had compensation cost not
been recorded for stock options and stock issuances under the Employees' Stock Purchase Plan. This is due to a modification required by
SFAS 123(R) of the treasury stock method calculation utilized to compute the dilutive effect of stock options.
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including various employee stock optien plans, the Employees’ Stock Purchase Plan, the Management Incentive Plan and various non-
employee director plans.

Stock Incentive Plans

SYSCO’s 2007 Stock Incentive Plan was adopted in fiscal 2008 and provides for the issuance of up to 30,000,000 shares of SYSCO
commen stock for share-based awards to officers and other employees of the company and its subsidiaries at the fair market value (as
defined in the plan) of 5YSCO commen stock at the date of grant. Of the 30,000,000 shares authorized under the 2007 Stock Incentive
Plan, up to 25,000,000 shares may be issued as options or stack appreciation rights and up to 5,000,000 shares may be issued as
restricted stock, restricted stock units or other types of stock-based awards. To date, SYSCO has only issued options under this plan, Vesting
requirements for awards under this plan will vary by individual grant and may include either time-based vesting or time-based vesting
subject to acceleration based on performance criteria for fiscal periods of at least one year, The contractual life of all options granted under
this plan will be no greater than seven years. As of June 28, 2008, there were 23,666,732 remaining shares authorized and available for grant
in total under the 2007 Stock Incentive Plan, 18,666,732 shargs that may be issued as options or stock appreciation rights and
5,000,000 shares that may be issued as restricted stock, restricted stock units or other types of stock-based awards,

SYSCO has also granted employee options under several previous employee stock option plans for which previously granted options
remain outstanding as of June 28, 2008. No new options will be issued under any of the prior plans, as future grants to employees will be
made through the 2007 Stock Incentive Plan or subsequently adopted plans. Vesting requirements for awards under these plans vary by
individual grant and include either time-based vesting or time-based vesting subject to acceleration based on performance criteria. The
contractual life of all options granted under these plans through July 3, 2004 is 10 years; options granted after July 3, 2004 have a
contractual life of seven years.

SYSCO's 2005 Non-Employee Directors Stock Plan was adopted in fiscal 2006 and provides for the issuance of up to 550,000 shares
of SYSCO common stock for share-based awards to non-employee directors, Of the 550,000 shares authorized under the 2005 Nen-
Employee Directors Stock Pian, up te 220,000 shares may be issued as aptions, up 1o 320,000 shares may be issued as stock grants or
restricted stock units and up to 10,000 shares may be issued as dividend equivalents. In addition, options and unvested commen shares alse
remained cutstanding as of June 28, 2008 under previous non-employee director stock plans. No further grants will be made under these
previous plans, as all future grants to non-employee directors will be made through the 2005 Non-Employee Directors Stock Plan or
subsequently adopted plans. Vesting requirements for awards under these plans vary by individual grant and include either time-based
vesting or vesting based on performance criteria. The contractual life of all options granted under these plans through July 3, 2004 is
10 years; options granted after July 3, 2004 have a contractual life of seven years. As of June 28, 2008, there were 337,442 remaining shares
authorized and available for grant in total under the 2005 Non-Employee Directars Stock Plan, 153,500 shares that may be issued as
options, 173,942 shares that may be issued as stock grants or restricted stock units and 10,000 shares that may be issued as dividend
equivalents,

Stock Options

Certain of SYSCO's option awards are subject to graded vesting over a service period. In those cases, SYSCO recognizes compensation
cost on a straight-line basis over the requisite service period for the entire award. In other cases, certain of SYSCO's option awards provide
for graded vesting over a service period but include a performance-based provision allowing for accelerated vesting. In these cases, if it is
prabable that the performance condition wilt be met, SYSCO recognizes compensation cost on a straight-line basis over the shorter
performance period; otherwise, it will recognize compensation cost over the longer service period.

In addition, certain of SYSCO'’s options provide that the optiens continue to vest as ii the optionee continued to be an employee or
director if the optionee meets certain age and years of service thresholds upon retirement, In these cases, for awards granted through July 2,
2005, 5Y5CO will recognize the compensation cost for such awards over the service period and accelerate any remaining unrecognized
compensation cost when the employee retires. Due to the adoption of SFAS 123(R), for awards granted subsequent to July 2, 2005, SYSCO
will recognize compensation cost for such awards over the period from the grant date to the date the employee or director first becomes
eligible to retire with the options continuing to vest after retirement. If $YSCO had recognized compensation cost for such awards over the
period from the grant date to the date the employee or the director first became eligible to retire with the options continuing to vest after
retirement for all periods presented, recognized compensation cost would have been $8,307,000, $11,698,000 and $23,907.000 lower for
fiscal 2008, 2007 and 2006, respectively,

The fair value of each option award is estimated as of the date of grant using a Black-Scholes option pricing model. The weighted
average assumptions for the periods indicated are noted in the following table, Expected volatility is based on historical volatility of SYSCO's
stack, implied volatilities from traded options on SYSCO's stock and ather factors. SYSCO utilizes historical data to estimate option exercise
and employee termination behavior within the valuation model; separate groups of employees that have similar historical exercise behavior
are considered separately for valuation purposes. Expected dividend yield is estimated based on the historical pattern of dividends and the
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yield curve in effect at the time of grant. The following weighted-average assumptions were used for each fiscal year presented:

2008 2007 2006
Dividend yield . . . . . ... e 2.6% 2.2% 1.4%
Expected volatility . . . .. .. e e 23% 21% 23%
Risk-free INtarest 18te. . . . . . . ot e e e 3.8% 4.7% 3.9%
Expected e . . . o e 4.5 vyears 5.1vyears 5.2 years

The following summary presenis information regarding outstanding options as of June 28, 2008 and changes during the fiscal year
then ended with regard to options under all stock option plans:

Weighted Weighted Average

Shares Average Remainin Aggregate
Under Exercise Contractual Term Intrinsic
Option Price Per Share (in years) Value
Qutstandingas of June 30,2007 ... ... . ...... ... .... 63,436,658 § 29.38
Granted . . . ... .. e 6,438,968 33.39
Exercised. . .. .. .. (3,702,300} 23.74
Forfeited ... ... ... e (640,700) 32.25
EXpired ..o (388,326} 32.24
Outstandingas of June 28,2008 ... ................. 65,244,300 § 30.05 414 $ 46,439,000
Vested or expected to vest as of June 28, 2008 ... ... ... 63,608,630 $ 2999 413 § 46,436,000
Exercisable as of June 28,2008 . ... ........ . ....... 47,411,023 $ 29.14 3.80 £ 45,499,000

The total number of employee options granted was 6,438,968, 6,504,200 and 4,826,500 in fiscal years 2008, 2007 and 2008,
respectively. During fiscal 2008, 695,000 options were granted to 12 executive officers and 5,739,968 options were granted to
approximately 1,500 other key employees. During fiscal 2007, 594,000 options were granied to 9 executive officers and 5,910,200
options were granted to approximately 1,600 other key employees. During fiscal 2006, 876,000 options were granted to 17 executive
cfficers and 3,950,500 options were granted to approximately 1,200 other key employees.

The weighted average grant-date fair vatue of options granted in fiscal 2008, 2007 and 2006 was $6.50, $6.85 and $7.83, respectively.
The total intrinsic value of options exercised during iiscal 2008, 2007 and 2006, was $33,601,000, $73,124,000 and $48,928,000,
respectively.

Employees’ Stock Purchase Plan

SYSCO has an Employees’ Stock Purchase Plan that permits employees to invest in SYSCC common stock by means of periodic payroll
deductions at 85% of the closing price on the Jast business day of each calendar quarter. In November 2007, the Employees’ Stock Purchase
Plan was amended to reserve an additional 6,000,000 shares of $YSCO common stack for issuance under the plan. Including the additional
6,000,000 shares reserved in fiscal 2008, the total number of shares which may be sold pursuant to the plan may not exceed
74,000,000 shares, of which 7,416,677 remained available as of June 28, 2008,

During fiscal 2008, 1,769,421 shares of SYSCO common stock were purchased by the participants as compared to 1,708,250 shares
purchased in fiscal 2007 and 1,840,764 shares purchased in fiscal 2006. In July 2008, 495,245 shares were purchased by participants.

The weighted average fair value of employee stock purchase rights issued pursuant to the Employees’ Stock Purchase Plan was $4.81,
$5.02 and $4.88 per share during fiscal 2008, 2007 and 2006, respectively. The fair value of the stock purchase rights was calculated as the
difference between the stock price at date of issuance and the employee purchase price.

Management incentive Compensation

SYSCO's Management incentive Plan compensates key management persennel far specific performance achievements. With respect
to bonuses for fiscal 2008 and earlier years, the bonuses earned and expensed under this plan were paid in the following fiscal year in both
cash and stock or deferred for payment in future years at the election of each participant. The stock awards under this plan immediately vest
upon issuance; however, participants are restricted fram selling, transferring, giving or otherwise conveying the shares for a period of two
years from the date of issuance of such shares, The fair value of the stock issued under the Management Incentive Plan is based on the stock
price less a 12% discount for post-vesting restrictions. The discount for post-vesting restrictions is estimated based on restricted stock
studies and by calculating the cost of a hypothetical protective put aption over the restriction period.

A total of 588143 shares, 323,822 shares and 617,637 shares at a fair value of $32.99, $30.56 and $36.25, respectively, were issued
pursuant to this plan in fiscal 2008, 2007 and 2006, respectively, for bonuses earned in the preceding fiscal years. As of June 28, 2008,
there were 2,211,857 remaining shares that may be issued under the Management Incentive Plan. In August 2008, 672,087 shares were
issued in payment of the stock portion of the bonuses earned in fiscal 2008, In May 2008, the Management Incentive Plan was amendedto
remove the stock component of the bonus structure. Therefore, there will be no stock award component for the fiscal 2009 bonuses under
this plan.
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Prior to fiscal 2008, one-time retainer awards were granted to newly elected directors under the 2005 Non-Employee Directars Stock
Plan. These awards were of 6,000 shares of SYSCO common stock that vest one-third every year over a three-year period. In fiscal 2007,
12,000 shares in the aggregate of restricted stock were granted to two non-employee directors as one-time retainer awards under the 2005
Non-Employee Directors Stock Plan. There were no one-time retainer awards issued in fiscal 2006. The 2005 Non-Employee Directors
Stack Plan was amended during fiscal 2008 to discontinue the issuance of one-time retainer awards under the plan,

In addition, there are one-time retainer awards outstanding under the Non-Employee Directors Stock Plan, which was replaced by the
2005 Non-Employee Directors Stock Plan. The remaining outstanding unvested awards under this plan vest over a six-year period if certain
earnings goals are met.

The 2005 Non-Employee Directors Stock Plan provides for the issuance of restricted stock to current non-employee directors, During
fiscal 2008, 2007 and 2006, 52,430, 30,000 and 27,000 shares, respectively, of restricted stock were granted to non-employee directors.
These shares will vest ratably over a three-year period.

The total amount of unvested shares related to the one-time retainer awards and other restricted stock awards as of June 28, 2008 was
not significant,

Non-employee directors may also elect to receive up to 50% of their annual directors’ fees in SYSCO common stock. SYSCO provides a
matching grant of 50% of the number of shares received for the stock election. As a result of such elections, a total of 13,051, 11,721 and
12,907 shares with a weighted-average grant date fair value of $33.33, $33.80 and $33.63 per share were issued in fiscat 2008, 2007 and
2006, respectively

All Share-Based Payment Arrangements

The total share-based compensation cost that has been recognized in results of operations was $80,650,000, $97,985,000, and
$126,837,000 for fiscal 2008, 2007 and 2006, respectively, and is included within operating expenses in the consolidated results of
operations. The total income tax benefit recognized in results of operations for share-based compensation arrangements was $15,722,000,

$21,549,000, and $15,607,000 for fiscal 2008, 2007 and 2006, respectively.

As of June 28, 2008, there was $66,432,000 of total unrecognized compensation cost related to share-based compensation
arrangements. That cost is expected to be recognized over a weighted-average period of 2.88 years,

Cash received from option exercises was $88,443,000, $172,734,000 and $93,337,000 during fiscal 2008, 2007 and 2006,
respectively, The actual tax benefit realized for the tax deductions from option exercises totaled $9,371,000, $22,575,000, and $12,507,000
during fiscal 2008, 2007 and 20086, respectively,

16. INCOME TAXES

Income Tax Provisions

The income tax provision for each fiscal year consists of the following:

2008 2007 2006
United States federal incometaxes . ... . ... ... .. ... $ 584,584,000 $ 539,997,000 $ 486,642,000
State and local incomMe taxes . . .. . . . . 79,587,000 63,139,000 45,738,000
Foreignincome taxes . . .. ... ... . ... ... e 21,016,000 17,003,000 16,526,000
Total o e $ 685,187,000 $§ 620,139,000 $ 548,906,000

Included in the income taxes chargad to earnings are net deferred tax provisions of $642,357,000, $566,334,000, and $533,108,000
in fiscal 2008, 2007 and 2006, respectively. The deferred tax provisions result from the effects of net changes during the year in deferred tax
assets and liabilities arising from temporary differences between the carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for income tax purposes, In addition to the deferred tax provision, changes in the deferred tax liability
balances in fiscal 2008, 2007 and 2006 were also impacted by the reclassification of deferred supply chain distributions from current
deferred tax liabilities to accrued income taxes based on the timing of when payments related to these items become payable. These
reclassifications were $575,248,000 and $536,492,000 in fiscal 2008 and 2007, respectively. Deferred supply chain distributions are
classified as current or deferred tax liabilities based on when the related income tax payments will become payable.
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Significant compenents of SYSCO's deferred tax assets and liabilities are as follows:

June 28, 2008 June 30, 2007
Deferred tax liabilities:
Deferred supply chain distributions .. ... ... .. . . . . e $ 1,054,190,000 $ 988,341,000
Excess tax depreciation and basis differencesofassets . . ... .. ... ... .. 369,203,000 360,271,000
L3 T= S 20,601,000 21,266,000
Total deferred tax liabilities. . .. .. .. .. . .. . . e 1,443,994,000 1,369,878,000
Deferred tax assets:
Net operating tax loss carryforwards . . ... ... L L 73,481,000 101,180,000
Benefit on unrecognized tax benefits . . .. .. ... ... o 73,837,000 —
PN ON . o e 76,500,000 35,132,000
Deferred COMPENSAtION . . .o o e e 54,805,000 49,850,000
Self-insured liabilities . ... ... . ... .. e 41,390,000 45,424 000
Receivables . . . .. . 30,650,000 26,430,000
= o) 40,355,000 38,094,000
0] =" 35,535,000 29,159,000
Total deferred 18X 8888 . . o o v v e e e 426,553,000 325,269,000
Valuation alOWaNCES . . . . i e e e e 39,020,000 70,935,000
Total net deferred tax liabilities . . . .. ... ... .. . .. . . $ 1,066,461,000 § 1,115,544,000

The cemipany had State and Canadian net operating tax losses as of June 28, 2008 and June 30, 2007, respectively. The net operating
tax losses outstanding as of June 28, 2008 expire in fiscal years 2009 through 2028. A valuation allowance of $39,020,000 and
$70,935,000 was reccrded as of June 28, 2008 and June 30, 2007, respactively, as management believes that it is more likely than not that
a portion of the benefits of these state and Canadian tax loss carryforwards will rot be realized. Both the net operating tax loss carryforwards
and the valuation allowances were impacted by the company’s adoption of FIN 48 by a reduction of $14,705,000 at the date of adoption on
July 1, 2008.

Effective Tax Rates

Reconciliations of the statutory federal income tax rate to the effective income tax rates for each fiscal year are as follows:

2008 2007 2006
United States statutory federal income taxrate . .. ... ... . 35.00% 35.00% 35.00%
State, local and foreign income taxes, net of federal income tax benefit . ........... ... ... 1.61 2.15 217
Impact of share-based compensation ... ... .. .. . ... ... 0.8% 0.93 2.08
Other . . e 0.79 0.17 0.09

38.25% 3825% 39.35%

The effective tax rate for fiscal 2008 was favorably impacted by tax benefits of approximately $7,700,000 resulting from the
recognition of a net operating loss deferred tax asset which arose due to a state tax law change, $8,600,000 related to the reversal of
valuation allowances previously recarded on Canadian net operating loss deferred tax assets and $5,500,000 related to the reduction in net
Canadian deferred tax liabilities due to a federal tax rate reduction. The effective tax rate for fiscal 2008 was negatively impacted by the
recording of tax and interest related to uncertain tax positions, share-based compensation expense and the recognition of losses to adjust
the carrying value of corporate-owned life insurance poticies to their cash surrender values.

The effective tax rate for fiscal 2007 decreased as compared to fiscal 2006 primarily due to lower share-based compensation expense
in fiscal 2007 and increased gains recarded related to the cash surrender value of corporate-owned life insurance policies.

SYSCO's option grants include options that qualify as incentive stock options for income tax purposes. The treatment of the potential
tax deduction, if any, related to incentive stock may cause variability in the company's effective tax rate. In the period the compensation cost
related to incentive stock options is recorded, a corresponding tax benefit is not recorded as it is assumed that the company will not receive a
tax deduction related to such incentive stock options. The company may be eligible for tax deductions in subsequent periods to the extent
that there is a disqualifying disposition of the incentive stack option. In such cases, the company would record a tax benefit related to the tax
deduction in an amount not to exceed the corresponding cumnulative compensation cost recorded in the financial statements on the
particular options multiplied by the statutory tax rate.

SYSCO recorded a tax benefit of $15,722,000 or 19.5% of the $80,650,000 in share-based compensation expense recorded in fiscal
2008. SYSCO recorded a tax benefit of $21,548,000 or 22.0% of the $97,985,000 in share-based compensation expense recorded in fiscal
2007. 5YSCO recorded a tax benefit of $15,607,000 or 12.3% of the $126,837,000 in share-based compensation expense recorded in fiscal
2006,
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Priar to fiscal 2008, in evaluating the exposures connected with the various tax filing positions, the company established an accrual
when, despite management's belief that the company’s tax return positions are supportable, management believed that certain positions
may be successfully challenged and a loss was probable. When facts and circumstances changed, these accruals were adjusted.

As discussed in Note 2, Changes in Accounting, the company adopted FIN 48 effective July 1, 2007. FIN 48 provides that a tax benefit
from an uncertain tax position may be recognized when it is more likely than not that the position will be sustained upon examination,
including resolutions of any related appeals or litigation processes, based on the technical merits of the position. The amount recognized is
measured as the largest amount of tax benefit that has a greater than 50% likelihood of being reatized upon settlemnent. As a result of this
adoption, the company recognized, as & cumulative effect of change in accounting principle, a $91,635,000 decrease in its baginning
retained earnings on its July 1, 2007 balance sheet. A reconciliation of the beginning and ending amount of gross unrecognized tax benefits,
excluding interest and penalties, is as follows:

2008
Unrecognized tax benefits at beginning of year . .. . . .. . . . . e £ 82,639,000
Additions for tax positions related 10 Prior YEarS . . . . . . . v e —
Reductions for tax positions related to prior years . . .. ... . L {138,000}
Additions for tax positions related to the Current year . ... ... .. . 7.912,000
Reductions for tax positions related 1o the CUFTENt YEAr . . . . . . .. e e e —
Reductions due to settlements with taxing authorities . . .. ... ... . i e (223,000)
Reductions due to lapse of applicable statute of limitations . . ... .. ... . L (2,261,000}
Unrecognized tax benefitsatend of year . . . ... ... . $ 87,929,000

As of June 28, 2008, the gross amount of accrued interest liabilities was $138,207,000 related to urwecognized tax benefits and
recorded interest expense of $12,287,000 in fiscal 2008. The company does not have any accrued liabilities for penalties related to
unrecognized tax benefits and did not record any expense related to penalties in fiscal 2008. To the extent interest and penalties may be
assessed by taxing authorities on any underpayment of income tax, estimated amounts required under FIN 48 have been accrued and are
classified as a component of income taxes in the consolidated results of operations. This was the company’s accounting policy prior to the
adoption of FIN 48, and SYSCO elected to continue this accounting policy post-adoption.

if SYSCO were to recognize all unrecognized tax benefits recorded as of June 28, 2008, approximately $57,503,000 of the
$87,929,000 reserve would reduce the effactive tax rate. It is reasonably possible that the amount of the unrecognized tax benefits
with respect to certain of the campany's unrecognized tax pasitions will increase or decrease in the next twelve months either because
SYSCO agrees with positions that are sustained on audit or because the company agrees to their disallowance. lterms that may cause
changes to unrecognized tax benefits primarily include the consideration of various filing requirements in varicus states and the allocation of
income and expense between tax jurisdictions. At this time, an estimate of the range of the reasonably possible change cannot be made.

SYSCO is currently in the appeals process as it relates to certain adjustments from the Internal Revenue Service (IRS) in relation to its
audit of the company's 2003 and 2004 federal income tax returns. See further discussion in Note 18, Commitments and Contingencies,
under the caption "BSCC Cooperative Structure.” The {RS is also auditing SYSCO's 2005 and 2006 federal income tax returns. As of June 28,
2008, SYSCO's tax returns in the majority of the state and local jurisdictions and Canada are no longer subject to audit for the years before
2004. However, some jurisdictions have audits open prior to 2004, with the earliest dating back to 1996. Although the outcome of {ax
audits is generally uncertain, the company believes that adequate amounts of tax, including interest and penalties, have been accrued for any
adjustments that may result from those years.

Other

The company intends to permanently reinvest the undistributed earnings of its Canadian subsidiaries in those businesses outside of the
United States and, therefore, has not provided for U.S. deferred income taxes on such undistributed foreign earnings. The determination of
the amount cf the unrecognized deferred tax liability related to the undistributed earnings is not practicable.

The determination of the company's provision for income taxes requires significant judgment, the use of estimates and the
interpretation and application of complex tax laws. The company’s provision for income taxes reflects a combination of income earned
and taxed in the various U.S. federal and state, as well as Canadian federal and provingial, jurisdictions. Jurisdictional tax law changes,
increases or decreases in permanent differences between book and tax items, accruals or adjustments of accruals for tax contingencies or
vaiuation allowances, and the company's change in the mix of earnings from these taxing jurisdictions all affect the overall effective tax rate.

17. ACQUISITIONS

During fiscal 2008, in the aggregate, the company paid cash of $55,259,000 for operations acquired during fiscal 2008 and for
contingent consideration related to operations acquired in previous fiscal years. The acquisitions were immaterial, individually and in the
aggregate, to the consolidated financial statementis. In addition, escrowed funds in the amount of 7,000,000 related to certain acquisitions
were released to sellers of previously acquired businesses during fiscal 2008.
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cartain outstanding contingencies are resolved. Aggregate contingent consideration amounts outstanding as of June 28, 2008 included
$55,469,000 in cash, which, if distributed, could result in the recording of additional goodwill. Such amounts are o be paid out over periods
of up to four years from the date of acquisition if the contingent criteria are met.

18. COMMITMENTS AND CONTINGENCIES

5YSCQ s engaged in various legal proceedings which have arisen but have not been fully adjudicated. These proceedings, in the opinion
of management, will not have a material adverse effect upon the consolidated financiat position or results of operations of the company
when ultimately concluded.

Product Liability Claim

In October 2007, an arbitration judgment against the company was issued related to a product liability claim from one of SYSCO's
former customers, which formalized a preliminary award by the arbitrator in July 2007. As of the year ended June 30, 2007, the company
had recorded $50,296,000 on its consolidated baiance sheet within accrued expenses related to the accrual of this loss and a corresponding
receivable of $48,296,000 within prepaid expenses and other current assets, which represented the estimate of the loss less the
$2,000,000 deductible on SYSCO's insurance policy, as the company anticipated recovery from various parties. In December 2007, the
company paid its deductible on iis insurance policy and made arrangements with its insurance carrier and other parties who paid the
remaining amount of the judgment in excess of the company’s deductible. The company no longer has any remaining contingent liabilities
refated to this claim.

Multi-Employer Pension Plans

SYSCO contributes to several multi-employer defined benefit pension plans based on obligations arising under collective bargaining
agreements covering union-represented employees. Approximately 12% of SYSCO's current employees are participants in such multi-
employer plans. In fiscal 2008, total contributions to these plans were approximately $35,040,000,

SYSCO does not directly manage these rmulti-emnployer plans, which are generally managed by boards of trustees, half of whom are
appointed by the unions and the other half by cther employers contributing to the plan. Based upon the information available from plan
administrators, management believes that several of these multi-employer plans are underfunded. In addition, the Pension Protection Act,
enacted in August 2006, requires underfunded pension plans to improve their funding ratios within prescribed intervals based on the fevel of
their underfunding. As a result, SYSCO expects its contributions to these plans to increase in the future.

Under current law regarding multi-employer defined berefit plans, a plan's termination, SYSCO's voluntary withdrawal, er the mass
withdrawal of all contributing employers from any underfunded multi-employer defined benefit plan would require SYSCO to make
payments to the plan for SYSCQ's proportionate share of the multi-employer plan’s unfunded vested liabilities. Based on the infarmation
available from plan administrators, SYSCO estimates that its share of withdrawal liability on most of the multi-employer plans it participates
in could be as much as $140,000,000 based on a voluntary withdrawal. In addition, if a multi-employer defined benefit plan fails to satisfy
certain minimum funding requirements, the IRS may impose a nondeductible excise tax of 5% on the amount of the accumulated funding
deficiency for those employers contributing to the fund. Of the plans in which SYSCO participates, one plan is more critically underfunded
than the others. During fiscal 2008, the company obtained information that this plan failed to satisfy minimum funding requirements for
certain periods and beliaves it is probable that additional funding will be required as well as the payment of excise tax. As a result, SYSCO
recorded a liability of appreximately $16,500,000 related to our share of the minimum funding requirerments and related excise tax for these
periods. Currently, the company believes that a majority of this amount will be paid in fiscal 2009 and SYSCO is continuing to explore its
aliernatives as it relates to this plan. As of June 28, 2008, SYSCO has approximately $22,000,000 in liabilities recorded in total related to
certain underfunded multi-employer defined benefit plans.

BSCC Cooperative Structure

SYSCO's affiliate, Baugh Supply Chain Cooperative (BSCC), is a cooperative taxed under subchapter T of the United States Internal
Revenue Caode. SYSCO believes that the deferred tax liabilities resulting from the business operations and legal ownership of BSCC are
appropriate under the tax laws. However, if the application of the tax laws to the cooperative structure of BSCC were to be successfully
challenged by any federal, state or local tax autharity, SYSCO could be required to accelerate the payment of all or a portion of its income tax
liabilities associated with BSCC that it otherwise has deferred until future periods. In that event, SYSCO would be liable for interest on such
amounts. As of June 28, 2008, SYSCO has recorded deferred income tax liabilities of $1,054,190,000, net of federal benefit, related to the
BSCC supply chain distributions. If the IRS and any other relevant taxing authorities determine that all amounts since the inception of BSCC
were inappropriately deferred, and the determination is upheld, SYSCC estimates that in addition to making a current payment for amounts
previcusly deferred, as discussed above, the company may be required to pay interest on the cumulative deferred balances. These interest
amaounts could range from $290,000,000 to $320,000,000, prior to federal and state income tax benefit, as of June 28, 2008. SYSCO
calculated this amount based upon the amounts deferred since the inception of BSCC applying the applicable jurisdictions’ interest rates in
effect in each period. The IRS, in connection with its audit of the company's 2003 and 2004 federat income tax returns, proposed
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has reviewed the merits ar tne 155Ues ralsed Dy 1ne (R, and, wnlle managemerit believes [TI15 probable Tne Company will prevall, the company
concluded the measurement model of FIN 48 (adopted in fiscal 2008) required an accrual for a portion of the interest exposure.

Fuel Commitments

From time to time, SYSCO may enter into forward purchase commitments for a portion of its projected diesel fuel requirements. There
were no amounts cutstanding as of June 28, 2008, however in July and August 2008, SYSCO entered into forward diese! fuel purchase
commitments total approximately $195,000,000 at a fixed price through the end of July 2009.

Other Commitments

SYSCO has committed to product purchases for resale in order to leverage the company's purchasing power. A majority of these
agreements expire within one year, however certain agreements have terms through fiscal 2012. These agreements commit the company to
a minimum volume at various pricing terms, including fixed pricing, variable pricing or a combination thereof. Minimum amounts committed
to as of June 28, 2008 totaled approximately $1,335,561,000C.

SYSCO has committed with a third party service provider to provide hardware and hardware hosting services. The services are to be
provided over a ten year period beginning in fiscal 2005 and ending in fiscal 2015. The total cost of the services over that period is expected
ta be approximately $500,00C,000. This amount may be raduced by SYSCO utilizing less than estimated resources and can be increased by
S5YSCO utilizing more than estimated resources and the adjustments for inflation provided for in the agreements. SYSCO may also cancel a
portion or all of the services provided subject to termination fees which decrease over time. Although it does not expect to, if $YSCO were to
terminate all of the services in fiscal 2009, the estimated termination fee incurred in fiscal 200% would be approximately $11,500,000.
5YSCO believes that these agreements will provide a more secure and reliable environment for its data processing as well as reduce overall
operating costs over the ten year period.

19. BUSINESS SEGMENT INFORMATION

The company has aggregated its operating companies intc a number of segments, of which only Broadline and SYGMA are reportable
segments as defined in SFAS No. 131, “Disclosures about Segments of an Enterprise and Related Information” Broadling operating
companies distribute a full line of food products and a wide variety of non-food products ta both traditional and chain restaurant customers.
SYGMA operating companies distribute a full line of food products and a wide variety of non-food products to certain chain restaurant
customer locations. “Other” financial information is attributable to the company's other operating segments, including the company’s
specialty produce, custom-cut meat and lodging industry segments and a company that distributes to international customers.

The accounting policies for the segments are the same as those disclosed by SYSCO. Intersegment sales represent specialty produce
and meat company products distributed by the Broadline and SYGMA operating companies. The segment results include certain centrally
incurred costs for shared services that are charged to our segmants, These centrally incurred costs are charged based upon the relative level
of service used by each operating company consistent with how SYSCO's management views the performance of its operating segments,
Prior to fiscal 2008, SYSCO's management evaluated performance of each of its operating segments based on its respective earnings hefare
income taxes. This measure included an allocation of certain corporate expenses to each operating segment in addition to the centrally
incurred costs for shared services that were charged to its segments. During fiscal 2008, SY5CO's management increased its focus on the
results of each of its operating segments based on its respective operating income performance which excludes the allocation of additional
corporate expenses. As 3 result, the segment reporting for fiscal 2007 and 2006 has been revised to conform to the fiscal 2008
presentation.

Included in corporate expenses and consolidated adjustments, among other items, are:

* Gains and losses recognized to adjust corporate-owned life insurance policies to their cash surrender values;

» Share-based compensaticn expense related to stock option grants, issuances of stock pursuant to the Employees’ Stock Purchase
Plan and stock grants to non-employee directors; and

= Corporate-level depreciation and amortization expense.

59




Fiscal Year

2008 2007 2006
(In thousands)

Sales:

Broadline . . .. ... .. .. e $ 29,792,931 $ 27,560,375 § 25,758,645

SYGMA . e 4,574,880 4,380,955 4,131,666

Cther. . 3,622,360 3,671,213 3,139,278

Intersegment Sales . . . . .. ... {468,060} {470,468) (401,151}

TOtal . e $ 37522111 § 35042075 § 32,628,438
Operating Income:

Broadline . . . ... .. ... $ 1937555 § 1,776,277 $ 1,623,653

SYGMA . 8,261 10,842 (371)

Other. . . e 137,134 132,802 125,084

Total SegmMENtS. .. ... 2,082,950 1,919,921 1,748,366

Corporate expenses and consolidated adjustments . . ............. .. (203,001} (211,439) (253,336)

Total Operating INCOME . .. . .. o e e 1,879,949 1,708,482 1,495,030

Interest eXpense. . . .. ... .. 111,641 105,002 108,100

Other income, net . . .. ... . .. (22,930} {17,735} (2,0186)

Earnings before income taxes and cumulative effect of accounting

ChaNgE . . . . $ 1,791,338 $ 1,621,215 & 1,394,946

Depreciation and amortization:

Broadline . . ... . .. . e % 257,819 § 249083 % 237,437

SYGMA L e e e 30,467 29,740 26,667

OtRET. o e e e 37,044 30,694 26,456

Total segments. .. ... ... 325,330 309,617 290,560

0o oo 1 (- 47,199 53,042 54,502

OBl . e % 372,629 % 362,559 § 345,082
Capital expenditures:

Broadling . . ... e e $ 392,971 § 404,728 & 335,437

SY GMA . e e 4,977 41,596 62,917

Other. . e 36,661 56,037 55,650

Total SBOMIENIS . . . o e e 434,609 502,361 454,004

COrpOratE . . . . . e e 81,354 100,881 59,930

Total .. e e e $ 515963 § 603,242 § 513,934
Assets:

Broadling . . . . . ... $ 5868350 $ 5573079 § 5248223

SYGMA e 414,044 385,470 359,116

Other. . . e 1,018,128 929,573 832,223

Total SEOMEBNTS . . . . . 7,300,522 6,888,122 6,439,562

COrPOratE . . . . . . e 2,781,771 2,630,809 2,552,463

Total . e $ 10082293 § 9518931 § 8,992,025

The sales mix for the principal product categories for each fiscal year is as follows:
2008 2007 2006
{In thousands)

Cannedand dry products . . . ... . .. o $ 6820363 $ 6,161,846 5,849,082
Fresh and frozen meats . . . . ... . . e 6,606,347 6,548,127 6,153,468
Frozen fruits, vegetables, bakeryandother .. . ... . ... ... . ... .. .. ... 5,105,353 4,691,114 4,405,908
Dairy prodUCES. . . . oo e 4,000,780 3,245,488 3,014,104
POUHIY e e e 3,808,844 3,685,462 3,283,174
Fresh produce. . ... . e 3,183,540 3,118,122 2,769,805
Paper and disposables . . . . ... 2,964,006 2,825,505 2,595,358
Seafood . . . .. . e 1,878,830 1,840,149 1,751,062
Beverage products . . . ... . e 1,297,543 1,200,263 1,078,030
Janitorial products . . . L 988,781 857,339 740,601
Equipment and smallwares ... ... ... . . .. e 704,050 763,179 782,523
Medical supplies . . .. ... . L e e 163,674 205,381 205,323
Total . e $ 37,522,111 $ 35,042,075 $ 32,628,438
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riscal Year
2008 2007 2006
{In thousands})

Sales:!"
United States . . . .. . . e $ 33842824 § 31,891,186 § 29,701,904
Canada . ... .. ... . . 3,380,159 2,923,106 2,783,450
0 7= 299,128 227,783 143,084
Total .. $ 37522111 § 35042075 $ 32628438
Long-lived assets:?
United Stat@s . . . . ... $ 2655714 & 2531980 § 2328319
Canada .. ...... . ... e 233,879 189,154 136,512
Other. . 197 99 69
o $ 2889790 % 2721233 § 2,464,900

M
2

Represents sales from external customers from businesses operating in these countries.
Long-lived assets represents net property, plant and equipment reported in the country in which they are held.

20. SUPPLEMENTAL GUARANTOR INFORMATION

SYSCO International, Co. is an unlimited liability company organized under the laws of the Province of Nova Scotia, Canada and is a
wholly-owned subsidiary of SYSCO. In May 2002, SYSCO International, Co. issued, in a private offering, $200,000,000 of 6,0% notes due
in 2012 (see Note 10, Debt). In December 2002, these notes were exchanged for substantially identical notes in an exchange offer registered
under the Securities Act of 1933. These notes are fully and unconditionally guaranteed by SYSCO. SYSCO International, Co. is a holding
company with no significant sources of income or assets, other than its equity interests in its subsidiaries and interest income from toans
made to its subsidiarias, The proceeds from the issuance of the 6,10% notes were usad to repay commercial paper issued to fund the fiscal
2002 acquisition of a Canadian broadline foodservice operation.

The following condensed consolidating financial statements present separately the financial position, results of operations and cash
flows of tha parent guarantor (SYSCQ), the subsidiary issuer (SYSCC International) and all other non-guarantor subsidiaries of SYSCO
{Other Non-Guaranter Subsidiaries) on a combined basis and eliminating entries.

Condensed Consolidating Balance Sheet
June 28, 2008

SYSCO Other Non-Guarantor Consolidated
SYSCO International Subsidiaries Eliminations Totals

{In thousands)
Currentassets. ... .............. $ 526,109 $ — $ 4,648,924 $ — § 5,175,033
Investment in subsidiaries ... ... ... 14,202,506 398,065 118,041 (14,718,612} —
Plant and equipment, net , . .. ... . .. 202,778 — 2,687,012 — 2,889,790
Otherassets ... ................ 593,699 1,262 1,422,509 — 2,017,470
Totalassets. . .................. $ 15525092 § 399,327 $ 8,876,486 $ (14,718,612 § 10,082,293
Current liabilities . . ... ... ........ $ 412,042 % 986 £ 3,086,315 3 — § 3,499,343
Intercompany payables {receivables) . . 9,670,465 100,027 {9,770,492) — —
Longtermdebt . . ... ... ... ... .. 1,729,401 199,762 46,282 — 1,975,435
Other liabilities. . .. .............. 468,213 e 730,316 — 1,198,529
Shareholders’ equity ............. 3,244,971 98,562 14,784,065 (14,718,612} 3,408,986

Total liabilities and shareholders’
equity . ... .. $ 15525002 § 399327 $ 8,876,486 $ (14,718,612) § 10,082,293
Condensed Consolidating Balance Sheet

June 30, 2007

SYSCO Other Non-Guarantor Consolidated
SYSCO International Subsidiaries Eliminations Totals

{In thousands)
Currentassets.................. 3 244441 % — $ 4,431,105 % — § 4,675,546
Investment in subsidiaries . ........ 12,675,360 349,367 126,364 {13,151,091) —
Plant and equipment, net .. . ... . ... 170,288 — 2,550,945 —_ 2,721,233
Otherassets . .................. 654,287 — 1,467,865 — 2,122,152
Totalassets. . .................. $ 13744376 §$ 349,367 $ 8,576,279 $ {13,151,081} % 9,518,931
Current liabilities .. ... ........... g 371,149 § 1,034 $ 3,042,906 $ — § 3,415,089
Intercompany payables (receivables) . . 8,251,239 44,757 {8,295,996) — —
Longtermdebt .. ............... 1,471,428 243,786 43,013 — 1,758,227
Other liabilities. .. ............... 505,660 — 561,655 — 1,067,215
Shareholders" equity. . .. .......... 3,144,900 59,790 13,224,801 (13,151,091} 3,278,400

Total liabilities and shareholders'

$ 13744376 $ 349,367 $ 8,676,279 $ {13,151.091) $ 9518931

61




it At

SYSCO Other Non-Guarantor Consolidated

SYSCO International Subsidiaries Eliminations Totals
{In thousands)
Sales ... ... .. .. $ — 5 — $ 37,522,111 $ — § 37,5221
Costofsales ..................... — — 30,327,254 — 30,327,254
Grossmargin ... ... — — 7,194,857 — 7,194,857
Operatingexpenses . ............... 206,338 142 5,108,428 — 5,314,908
Operatingincome . .. ............... {206,338} (142) 2,086,429 — 1,879,949
Interest expense (income) .. .......... 462,554 11,736 {362,749) —_ 111,541
Otherincome, net. ................. (7,373) — {15,657) — (22,930)
Earnings {losses) before income taxes . . . {661,519) {11,878} 2,464,735 — 1,791,338
Income tax {benefit) provision . ... ... .. {253,031} {4,543} 942,761 — 685,187
Equity in earnings of subsidiaries .. . .. .. 1,514,639 33,807 — {1,548,546) —
Netearnings. .. ................... $ 1,106,151 § 26,572 $ 1521974 $ (1,548,546} § 1,106,151

Condensed Consclidating Results of Operations
Year Ended June 30, 2007

SYSCO Other Non-Guarantor Consolidated
SYSCO International Subsidiaries Eliminations Totals
(In thousands)
Sales ...... .. ... 5 - % — $ 35,042,075 $ — $ 35,042,075
Costofsales ..................... — — 28,284,603 — 28,284,603
Grossmargin . . ... ... — — 6,757,472 — 6.757.472
Operating expenses . ............... 213,915 127 4,834,948 — 5,048,990
Operatingincome . . ................ {213,916} (127) 1,922,524 — 1,708,482
interest expense income) . ... ... ... .. 410,190 11,813 (317.001} — 105,002
Otherincome, net. ................. {8,984} — (8,751} — (17,735}
Earnings (losses} before income taxes . . . {(615,121) {11,940) 2,248,276 — 1,621,215
Income tax (benefit) provision ... ... ... (235,260} {4,567) 859,966 — 620,139
Equity in earnings of subsidiaries . . ... .. 1,380,937 18,075 — (1,399,012} —
Netearnings. . ......... ... ....... $ 1.001,076 $ 10,702 $ 1,388,310 $ (1,399,012} $ 1.001,076

Condensed Consolidating Results of Operations
Year Ended July 1, 2006

SYSCO Other Non-Guarantor Consolidated
SYSCO International Subsidiaries Eliminations Jotals
{In thousands}
Sales ........... ... $ — % — $ 32,628,438 $ — $32,628438
Costofsales................... ... .. — — 26,337,107 — 26,337,107
Grossmargin .. ... ... e — — 6,291,331 _— 6,291,331
Operatingexpenses . ................. 256,351 130 4,539,820 — 4,796,301
Operatingincome . ................... {256,351} (130 1,751,511 — 1,495,030
Interest expense (income) . ... ... ... ... 374,838 11,108 (276,846) —_ 109,100
Otherincome, net. .. ................. {2,919} — {6,097) — {9,018)
Earnings (losses) before income taxes and
cumulative effect of accounting change . . . {628,270) (11,238} 2,034,454 — 1,394,946
income tax (benefit) provision . ... ..... .. {181,070} {4,055} 734,031 — 548,906
Equity in earnings of subsidiaries . . .. ... .. 1,293,240 6,063 — (1,299,303} —
Net earnings before cumulative effect of
accountingchange . .. ............... 846,040 (1,120) 1,300,423 (1,299,303} 846,040
Cumulative effect of accounting change . . . . 9,285 — — — 9,285
Netearningsfloss) ................... $ 855325 § (1,120 $ 1,300,423 $ (1,299,303) § 855,325
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Year Ended June 28, 2008

SYSCO Other Non-Guarantor Consolidated
SYSCO International Subsidiaries Totals
{In thousands)
Net cash provided by (used for):
Operating activities. . . .. ... ... . e, $ (266,597) $ 25,267 $ 1,837,465 $ 1,596,129
Investing activities . . ... ... . ... .. ... . ... . .. ..., (64,561) — (490,999} (555,560}
Financing activities . . . . ...... ... . . .. . (659,760) {44,035} 5,217 (698,578}
Exchangerateoncash . ............ ... ... ....... — — 1,689 1,689
Intercompany activity . .. ... ... .. . oo 1,341,687 18,774 {1,360,461} —
Netincreaseincash ... ... ... ... ... 350,769 — (7.089}) 343,680
Cash at the beginningof the period . . .. . ... .......... 135,877 — 71,995 207,872
Cashattheendoftheperiod ...... ... ... ... .. ..... $ 486646 $ — $ 64,906 $ 561,652
Condensed Consolidating Cash Flows
Year Ended June 30, 2007
SYSCO Other Non-Guarantor  Consolidated
SYSCO International Subsidiaries Totals
{In thousands)
Net cash provided by {used for):
Operatingactivities. . . .. ... .. ..o $ (238,228 $% (7.326) $ 1,648,476 $ 1,402,922
Investing activities . ... ... . ... . (28,970) — (619,741) (648,711}
Financing activities . . ... ... ... . .. (764,350) 19,540 (3,440} (748,250}
Exchangerateoncash ............. ... ... .. ...... — — 14 14
Intercompany activity . ... ... .. ... 1,036,150 {12.214) {1,023,936) —_
Netincreaseincash . . ... .. ... . .. ... ... ... ...... 4,602 — 1,373 5,975
Cash at the beginningof theperiod . .. ..... ... ....... 131,275 — 70,622 201,897
Cashattheendoftheperiod .. .......... .. ........ $ 135877 % — g 71,995 § 207872
Condensed Consolidating Cash Flows
Year Ended July 1, 2006
SYSCO Other Non-Guarantor  Consolidated
SYSCO International Subsidiaries Totals
{In thousands}
Net cash provided by {used for):
Operating activities. . .. ... ... ... ... .. ... $ (285,448) % (7,436) $ 1,417,621 $ 1,124,679
Investing activities . .. ... . ... ... .. . ... .. {71,851) — {637.667) {609,518}
Financing activities . .. .. ...... ... . ... ... ... ... {490.,457) (8,311} (5,849) {(504,617)
Exchangerateoncash ... ....... ... ... ... ... .... —_ — (325) {325}
Intercompany activity . ... ... . 853,281 15,807 (869,088) —
Netincreaseincash. ... ... ... .. . .. 5,627 - 4,692 10,219
Cash at the beginning of the period . . .. .............. 125,748 — 65,930 191,678
Cashattheendof theperiod .. ... ..... ... ... ..., $ 131,275 & — 3 70,622 $ 201,897
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Financial information for each quarter in the years ended June 28, 2008 and June 30, 2007 is set forth below:
Fiscal 2008 Quarter Ended

September 28  December 29 March 29 June 28 Fiscal Year
{ln thousands except for share data}

Sales. . ... . ... $ 9405844 $ 9239505 $ 9,146,557 $ 9,730,206 § 37,522,111
Costofsales............. ... .. ...... .. 7,614,702 7,471,725 7,412,036 7.828,791 30,327,254
Grossmargin. . .. ... ... 1,791,142 1,767,780 1,734,521 1,901,414 7,194,857
Operating exXpenses . . . . ..o v v vv oo e oo e 1,336,509 1,318,768 1,316,877 1,342,754 5,314,908
Operatingincome. . . ................... 454,633 449,012 417,644 558,660 1,879,949
Interest exXpense .. ... ... .. .. 26,371 28,915 28,744 27,511 111,641
Otherincome, net . ... ... .. ... ... (3,032} {8,343} (7,285) {4,270} (22,930}
Earnings before income taxes . ... ..... . ... 431,294 428,440 396,185 535,419 1,791,338
Incometaxes. . . ... ... ... ... e 164,305 164,292 155,284 201,306 685,187
Netearnings . ... ... ... .o $ 266989 § 264148 § 240,901 $ 334113 $ 1,106,151
Per share:

Basicnetearnings ........... ... ..... 3 044 ¢ 043 $ 040 % 056 % 1.83

Diluted netearnings . ............ ... 0.43 0.43 0.40 0.55 1.81

Dividends declared . . . ... ... ... ... ... 0.19 0.22 0.22 0.22 0.85

Market price —high/low . . .. ...... ... .. 36-30 36-31 32-26 32-27 36-26

Fiscal 2007 Quarter Ended
September 30 December 30 March 31 June 30 Fiscal Year
{In thousands except for share data}

Sales. ... ... . $ 8672072 $ 86568748 § 8572961 $ 9228294 § 35042075
Costofsales. ............... ... ...... 7.002,856 6,915,269 6,938,867 7,427,621 28,284,603
Gross margin. . .. ... v 1,669,216 1,653,489 1,634,094 1,800,673 6,757,472
Operating expenses . . . . ................ 1,276,882 1,230,967 1,249,951 1,291,190 5,048,990
Operating income. . ........... ... .. .... 392,334 422,622 384,143 509,483 1,708,482
Interest @Xpense . . ... v e 25,766 28,006 25,700 25,630 105,002
Otherincome, net . ... ................. {9,038) {3,376) (2,536) {2,786} {17,735}
Earnings before income taxes . . . . ... ... .. 375,606 397,891 360,979 486,739 1,621,215
INCOMEtaxes. . . ... ... i a 145,458 151,353 139,980 183,348 620,139
Netearnings ... ......vveeenenennns $ 230148 & 246538 $ 220999 $§ 303391 § 1,001,076
Per share:

Basicneteamings ................... $ 037 ¢ 040 % 036 §$ 049 § 1.62

Diluted netearnings ... ............... 0.37 0.39 0.35 0.49 1.60

Dividends declared . . . . . ............ .. 0.17 0.19 0.19 0.19 0.74

Market price — highflow . .. ............ 34-27 37-32 37-31 35-32 37-27
Percentage increases— 2008 vs. 2007:
SaleS. .. 8% 8% 7% 5%
Operating inCome. . ... ... oo 16 6 9 10 10
Netearnings ... ... .. 16 7 9 10 11
Basic netearningspershare. .......... ... 19 8 11 14 13
Diluted net earnings per share. . . .. ... ..... 16 10 14 12 13

Finanicial resulis are impacted by accounting changes and the adoption of various accounting standards. See Note 2, Changes in Accounting.
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None.

Item SA. Controis and Procedures

SYSCO's management, with the participation of our chief executive officer and chief financial officer, evaluated the effectiveness of our
disclosure controls and procedures as of June 28, 2008. The term “disclosure controls and procedures,” as defined in Rules 13a-15(e) and
15d-15(e} under the Exchange Act, means controls and other procedures of a company that are designed to ensure that information required
to be disclosed by a company in the reports that it files or submits under the Exchange Act is recorded, processed, summarized and reported,
within the time periods specified in the SEC’s rules and forms. Disclosure controls and procedures include, without limitation, controls and
procedures designed to ensure that information required to be disclosed by a company in the reports that it files or submits under the
Exchange Act is accumulated and communicated to the company's management, including its principal executive and principal financial
officers, as appropriate to allow timely decisions regarding the required disclosure. Management recognizes that any controls and
procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving their objectives and
management necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and procedures. Based on
the evaluation of our disclosure controls and procedures as of June 28, 2008, our chief executive officer and chief financial officer concluded
that, as of such date, SYSCO's disclosure controls and procedures were effective at the reasonable assurance level,

Management’s report on internal control over financial reporting is included in the financial statement pages at page 32.

No change in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15¢f) under the Exchange Act) occurred
during the fiscal quarter ended June 28, 2008 that has materially afiected, or is reasonably likely to materially affect, our internal control over
financial reporting.

Item 9B, QOther Information

None.

PART Ill

Item 10. Directors and Executive Officers of the Registrant

The informaticn required by this itern will be included in our proxy statement for the 2008 Annaual Meeting of Stockholders under the
following captions, and is incorporated herein by reference thereto: “Election of Directors,” “Executive Officers,” “Sectian 16(a) Beneficial
Ownership Reporting Compliance,” “Report of the Audit Committee” and “Corporate Governance and Board of Directors Matters.”

Item 11. Executive Compensation

The information required by this item will be included in our proxy statement for the 2008 Annual Meeting of Stockholders under the
following captions, and is incarporated herein by reference thereto: “Compensation Discussion and Analysis,” "Compensation Committee
Repert,” "Directer Compensation” and “Executive Compensation.”
item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The information required by this item will be included in our proxy statement for the 2008 Annual Meeting of Stockholders under the
following capticns, and is incorporated herein by reference thereto: "Stack Ownership” and “Equity Compensation Plan Information.”
Item 13. Certain Relationships and Related Transactions

The information required by this item will be included in our proxy statement for the 2008 Annual Meeting of Stockholders under the
following caption, and is incorporated herein by reference thereto: “Certain Relationships and Related Transactions” and “Director
Independence.”

Item 14. Principal Accountant Fees and Services

The informaticn required by this item will be included in our proxy statement for the 2008 Annual Meeting of Stockholders under the
fallowing caption, and is incorporated herein by reference thereto: “Fees Paid to Independent Registered Public Accounting Firm.”
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Itern 15. Exhibits

(a) The following documents are filed, or incorporated by reference, as part of this Form 10-K:

J. All financial statements. See index to Consolidated Financial Statements on page 31 of this Form 10-K.

All financial statement schedules are omitted because they are not applicable or the information is st forth in the consolidated financial
statements or notes thereto within ltem 8. Financial Statements and Supplementary Data.

3. Exhibits.

31 —

3.2 -

33 -

34 —

35 —

4.1 —

42 —

43 —

4.4 —

45 -

4.6 -

4.7 —

48 -

101 -

10.2 —

10.3 —

10.4 —

10.5 —

10.6 -
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Restated Certificate of Incorporation, incarporated by reference to Exhibit 3(a) to Form 10-K for the year ended
lune 28, 1997 {File No. 1-6544),

Certificate of Amencment of Certificate of Incorporation increasing authorized shares, incorporated by reference to
Exhibit 3(d) to Form 10-Q for the quarter ended January 1, 2000 (File No. 1-6544}.

Certificate of Amendment to Restated Certificate of Incorporation increasing authorized shares, incorporated by
reference to Exhibit 3(e) to Form 10-Q for the quarter ended December 27, 2003 (File No. 1-6544).

Form of Amended Certificate of Designation, Preferences and Rights of Series A Junior Participating Preferred Stock,
incorporated by reference to Exhibit 3(¢) to Form 10-K for the year ended June 29,1996 (File No. 1-6544).

Amended and Restated Bylaws of Sysco Corporation dated July 18, 2008, incorporated by reference to Exhibit 3.5 to
Form 8-K filed on July 23, 2008 (File No, 1-6544).

Senior Debt Indenture, dated as of June 15, 1995, between Sysco Corporation and First Union National Bank of North
Caralina, Trustee, incorporated by reference to Exhibit 4(a) to Registration Statement on Form 5-3 filed June 6,1555
(File No. 33-60023).

Fifth Supplemental Indenture, dated as of July 27, 1998 between Sysco Corporation and First Union National Bank,
Trustee, incorporated by reference to Exhibit 4¢h) to Form 10-K for the year ended June 27,1998 (File No. 1-6544).

Seventh Supplemental Indenture, including form of Note, dated March 5, 2004 between Sysco Corporation, as Issuer,
and Wachovia Bank, National Association (formerly First Union National Bank of Morth Carolina), as Trustes,
incorporated by reference to Exhibit 4(j) to Form 10-Q for the quarter ended March 27, 2004 (File No. 1-6544),

Eighth Supplemental Indenture, including form of Note, dated September 22, 2005 between Sysco Corporation, as
Issuer, and Wachovia Bank, National Asscciation, as Trustee, incorporated by reference to Exhibits 4.1 and 4.2 to
Form 8-K filed on September 20, 2005 (File No. 1-6544).

Ninth Supplemental Indenture, including form of Note, dated February 12, 2008 between Sysco Corporation, as
Issuer, and the Trustee, incorporated by reference to Exhibit 4.1 to Form 8-K filed on February 12, 2008 (File
No. 1-6544).

Tenth Supplemental Indenture, including form of Note, dated February 12, 2008 between Sysco Corporation, as
Issuer, and the Trustee, incorporated by reference te Exhibit 4.3 to Form 8-K filed on February 12, 2008 (File
No. 1-6544),

Agreement of Resignation, Appointment and Acceptance, dated February 13, 2007, by and among Sysco Corporation
and Sysco International Co., a wholly-owned subsidiary of Sysco Corporation, U.S. Bank National Association and The
Bank of New York Trust Company, N.A., incorporated by reference to Exhibit 4(h) to Registration Statement on
Form 5-3 filed on February 6, 2008 (File No. 333-145086).

Indenture dated May 23, 2002 between Sysco International, Co., Sysco Corporation and Wachovia Bank, National
Association, incorporated by reference to Exhibit 4.1 to Registration Statement on Form 5-4 filed August 21, 2002
(File No, 333-98489).

Credit Agreement dated November 4, 2005 between Sysco Corporation, Sysco [nternational, Co., IP Morgan Chase
Bank, N.A, and certain Lenders party thereio, incorporated by reference to Exhibit 99.1 to Form 8-K filed on
November 10, 2005 (File No. 1-6544).

Commitment Increase Agreement dated March 31, 2006 by and amang Sysco Corporation, JPMorgan Chase Bank,
individually and as Administrative Agent, the Co-Syndication Agents named therein and the other financial
institutions party thereto relating to the Credit Agreement dated September 13, 2002, incorparated by reference
to Exhibit 99.1 to Form 8-K filed an April 6, 2006 (File No. 1-6544).

Form of Commitment Increase Agreement dated September 25, 2007 by and among Sysco Corporation, JPMorgan
Chas Bank, individually and as Administrative Agent, the Co-Syndicaticn Agents named therein and the other
financial institutions party thereto relating to the Credit Agreement dated November 4, 2005, incorporated by
reference to Exhibit 101 to Form 10-Q for the gquarter ended September 29, 2007 filed on November 8, 2007 (File
No. 1-6544).

Form of Extension Agreement effective September 21, 2007 by and among Sysco Corporation, JPMorgan Chase Bank,
individually and as Administrative Agent, the Co-Syndication Agents named therein and the other financial
institutions party thereto reiating to the Credit Agreement dated November 4, 2005, incorparated by reference
to Exhibit 10.2 to Form 10-Q for the quarter ended September 29, 2007 filed on November 8, 2007 (File No. 1-6544).

Amended and Restated Issuing and Paying Agency Agreement, dated as of April 13, 2006, between Sysco
Corporation and JPMorgan Chase Bank, National Asscciation, incorporated by reference to Exhibit 101 to
Form 8-K filed on April 19, 2006 (File No. 1-6544).

Commercial Paper Dealer Agreement, dated as of April 13, 2006, between Sysco Corparation and J.P. Morgan
Securities Inc., incorporated by reference to Exhibit 10.2 to Form 8-K filed on April 19, 2006 (File No. 1-6544).
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Co., incorporated by reference to Exhibit 10.3 to Form 8-K filed on April 19, 2006 (File No. 1-6544).

Fifth Amended and Restated Sysco Corporation Executive Deferred Compensation Plan.

Seventh Amended and Restated Sysco Corporation Supplemental Executive Retirement Plan.

Sysco Corporation 1991 Stock Optian Plan, incorporated by reference to Exhibit 10(e) to Form 10-K for the year ended
July 3, 1999 (File No. 1-6544).

Amendments to Sysco Corporation 1991 Stock Option Plan dated effective September 4, 1597, incorporated by
reference to Exhibit 10(f) to Form 10-K for the year ended June 28, 1997 (File No. 1-6544).

Amendments to Sysco Corporation 7991 Stock Option Plan dated effective November 5, 1998, incorporated by
reference to Exhibit 10(g) to Form 10-K for the year ended July 3, 1999 (File No. 1-6544).

Form of Stock Option Grant Agreement issued to executive officers on September 3, 1598 under the 1991 Stock
Option Plan, incorporated by reference to Exhibii 10(ss) to Form 10-K for the year ended July 3, 2004 filed on
September 16, 2004 (File No. 1-6544).

Form of Stock Option Grant Agreement issued to executive officers on September 2, 1999 under the 1991 Stock
Option Plan, incorporated by reference to Exhibit 10(tt) to Form 10-K for the year ended July 3, 2004 filed on
September 16, 2004 (File No, 1-6544),

Form of Stock Option Grant Agreement issued to executive officers on September 7, 2000 under the 1997 Stock
Option Plan, incorporated by reference to Exhibit 10(uu) to Form 10-K ior the year ended July 3, 2004 filed on

September 16, 2004 (File No. 1-6544).

2000 Stock Incentive Ptan, incorporated by reference to Appendix B to Proxy Statement filed on September 25, 2000
(File No. 1-6544).

Form of Stock Option Grant Agreement issued to executive officers on September 11, 2001 under the 2000 Stock
Incertive Plan, incorporated by reference to Exhibit 10(vv) to Form 10-K for the year ended July 3, 2004 filed on
September 16, 2004 (File No. 1-6544).

Form of Stock Cption Grant Agreement issued to exacutive officers on September 11, 2001 under the 2000 Stock
Incentive Plan, incorporated by reference to Exhibit i0(ww) to Form 10-K for the year ended July 3, 2004 filed on
September 16, 2004 (File No. 1-6544),

Form of Stock Option Grant Agreement issued 1o executive officers on September 12, 2002 under the 2000 Stock
Incentive Plan, incorporated by reference to Exhibit 10(xx) to Form 10-K for the year ended July 3, 2004 filed on
September 16, 2004 (File No. 1-6544),

Form of Stock Option Grant Agreement issued to executive officers on September 11, 2003 under the 2000 Stock
Incentive Plan, incorporated by reference to Exhibit 10(yy) to Form 10-K for the year ended July 3, 2004 fited on
September 16, 2004 (File No. 1-6544).

Form of Stock Option Grant Agreement issued to executive officers on September 2, 2004 under the 2000 Stack
Incentive Plan, incorporated by reference to Exhibit 10(a) to Form 8-K filed on September 9, 2004 (File No. 1-6544),

2004 Stack Option Plan, incorporated by reference to Appendix B to the Sysco Corporation Proxy Statement filed
September 24, 2004 (File No. 1-6544).

First Amendment to the 2004 Stock Option Plan, incorporated by reference to Exhibit 10.2 to Form 10-Q for the
quarter ended March 29, 2008 fited on May &, 2008 (File No. 1-6544).

Form of Stock Option Grant Agreement issued to executive officers on September 8, 2005 and September 7, 2006
under the 2004 Stock Option Plan, incorporated by reference to Exhibit 99.1 to Form 8-K filed on September 14, 2005
(File No. 1-6544). .

2007 Stock Incentive Plan, incorporated by reference to Annex A to the Sysco Corporation Proxy Statement filed on
September 26, 2007 (File No. 1-6544).

Form of Stock Option Grant Agreement issued to executive officers under the 2007 Stock Incentive Plan,
incorporated by reference to Exhibit 106 to Form 10-Q for the quarter ended December 29, 2007 filed en
February 5, 2008 (File No. 1-6544).

Amended and Restated 2004 Cash Performance Unit Plan (formerly known as the 2004 Long-Term Incentive Cash
Plan and the 2004 Mid-Term Incentive Plan), incorporated by reference to Exhibit 10.4 to Form 10-Q for the quarter
ended December 29, 2007 filed on February 5, 2008 (File No. 1-6544),

Form of Performance Unit Grant Agreement issued to executive officers effective September 8, 2005 under the Long-
Term Incentive Cash Plan, incorporated by reference to Exhibit 10.38 to Form 10-K far the year ended July 1, 2006 fited
on September 14, 2006 (File No. 1-6544).

Form of Performance Unit Grant Agreement issued to executive officers effective September 7, 2006 under the Long-

Term Incentive Cash Plan, incorporated by reference to Exhibit 10.3 to Form 8-K filed on September 13, 2006 (File
No. 1-6544).

Form of Performance Unit Grant Agreement issued to executive officers effective September 28, 2007, under the
2004 Mid-Term Incentive Plan, incorporate by reference to Exhibit 10.4 to Form 10-Q for the quarter ended
September 29, 2007 filed on November 8, 2007 (File No. 1-6544),

2005 Management incentive Plan, incorporated by reference to Annex B to the Sysco Corporation Proxy Statement
for the November 11, 2005 Annual Meeting of Stockholders (File No. 1-6544).

First Amendment to 2005 Management Incentive Plan dated July 13, 2007, incorporated by reference to Exhibit 10.33
t0 Form 10-K fer the year ended June 30, 2007 filed on August 28, 2007 (File No. 1-6544),
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Vice Presidents and Senior Vice Presidents (excluding Senior \/.i'czz.e“'P-ré;i_de,';t.s-r c;fépera_hon;) 'und'e-rthev27005
Management Incentive Plan, incorporated by reference to Exhibit 10.36 to Form 10-K for the year ended June 30,
2007 filed on August 28, 2007 (File No. 1-6544).

First Amended and Restated 2005 Management Incentive Plan.

form of Fiscal Year 2009 Bonus Award for the Chief Executive OQificer, President, Chief Financial Officer and
Executive Vice Presidents under the First Amended and Restated 2005 Management Incentive Plan.

2006 Supplemental Performance Bonus Plan dated June 9, 2006, incorporated by reference to Exhibit 10.49 to
Form 10-K for the year ended July 1, 2006 filed on September 14, 2006 (File No, 1-6544).

Form of Fiscal Year 2008 Chief Executive Officer Supplemental Bonus Agreement under the 2006 Supplemental
Performance Based Borus Plan, incorporated by reference to Exhibit 10.41 to Form 10-X for the year ended June 30,
2007 filed on August 28, 2007 (File No. 1-6544).

Form of Fiscal Year 2008 Supplemental Bonus Agreement for President, Executive Vice Presidents, Senior Vice
Prasidents and Senior Vice Presidents of Operations under the 2006 Supplemental Performance Based Bonus Plan,
incorporated by reference to Exhibit 10.42 to Form 10-K for the year ended June 30, 2007 filed on August 28, 2007
(File No. 1-6544),

Termination of 2006 Supplemental Performance Bonus Plan.
Form of Fiscal Year 2009 Supplemental Bonus Agreement for the Chief Executive Officer and the President.

Executive Severamce Agreement dated July 6, 2004 between Sysco Corporation and Richard J. Schnieders,
incorporated by reference to Exhibit 10¢ii) to Form 10-K for the year ended July 3, 2004 filed on September 16,
2004 (File No. 1-6544).

Form of Executive Severance Agreement beiween Sysco Corporation and Kenneth F. Spitler dated July 14, 2004,
incorperated by reference to Exhibit 10(jj) to Form 10-K for the year ended July 3, 2004 filed on September 16, 2004
(File No. 1-6544),

Form of First Amendment dated September 3, 2004 to Executive Severance Agreement between Sysco Corporation
and each of Richard J. Schnieders and Kenneth F. Spitler, incarporated by reference to Exhibit 10(kk) to Form 10-K fer
the year ended luly 3, 2004 filed on September 16, 2004 (File No. 1-6544),

Letter agreement dated December 12, 2005 between Sysce Corporation and William J. Delaney regarding certain
relocation expenses, incorporated by reference to Exhibit 10.47 to Form 10-K for the year ended June 30, 2007 filed on
August 28, 2007 (File No. 1-6544).

Description of Compensation Arrangements with Named Executive Officers.

Sysco Corporation Amended and Resiated Non-Employee Directors Stock Option Plan, incorporated by reference to
Exhibit 10(g} to Form 10-K for the year ended June 28, 1997 (File No. 1-6544).

Amendment to the Amended and Restated Non-Employee Directors Stock Option Plan dated eifective November 5,
1998, incorporated by reference to Exhibit 10(i) to Form 10-K for the year ended July 3, 1599 (File No. 1-6544).

Amended and Restated Non-Employee Directors Stock Plan, incorporated by reference to Appendix B to Proxy
Statement filed on September 24, 2001 (File No. 1-6544).

Form of Stock Option Grant Agreement issued to non-employee directors on September 3, 2004 under the Non-
Employee Directors Stock Plan, incorporated by reference to Exhibit 10(b) to Form 8-K field on September 9, 2004
(File No. 1-6544).

Form of Retainer Stock Agreement for issuance to Non-Employee Directors under the Non-Employee Directors Stock
Plan, incorporated by reference to Exhibit 10(a) to Form 10-Q for the quarter ended January 1, 2005 filed on
February 10, 2005 (File No. 1-6544).

Amended and Restated 2005 Non-Employee Directors Stock Plan, incorporated by reference to Exhibit 10.1 to
Form 10-O for the quarter ended Decernber 29, 2007 filed on February 5, 2008 (File No. 1-6544).

Form of Option Grant Agreement under the 2005 Non-Employee Directors Stock Plan, incorporated by reference to
Exhibit 10¢i} to Form 10-(Q for the quarter ended December 31, 2005 filed on February 9, 2006 (File No. 1-6544),

Form of Restricted Stock Grant Agreement under the 2005 Non-Employee Directors Stock Plan, incorporated by
reference to Exhibit 10(}) to Form 10-Q for the quarter ended December 31, 2005 filed on February 9, 2006 (File
No. 1-6544).

Form of Restricted Stock Agreement under the Amended and Restated 2005 Non-Employee Directors Stock Plan,
incorparated by reference to Exhibit 10.1 to Form 10-Q for the quarter ended March 28, 2008 filed on May 6, 2008
(File No. 1-6544),

Form of Retainer Stock Award Agreement under the 2005 Nen-Employee Directors Stock Plan, incorporated by
reference to Exhibit 101 to Form 8-K filed on November 15, 2006 (File No. 1-6544}.

Second Amended and Restated Board of Directors Deferred Compensation Plan dated April 1, 2002, incorporated by
reference to Exhibit 10(aa) to Form 10-K ior the year ended June 29, 2002 filed on September 25, 2002 (File
No. 1-6544).

First Amendment to Second Amended and Restated Board of Directors Deferred Compensaticn Plan dated July 12,
2002, incorporated by reference to Exhibit 10(bb) to Form 10-K for the year ended June 29, 2002 filed on
September 25, 2002 (File No. 1-6544).

Second Amendment to the Second Amended and Restated Sysco Corporation Board of Directors Delerred
Compensation Plan, incorporated by reference to Exhibit 10(k) to Form 10-Q for the quarter ended December 31,
20065 filed on February 9, 2006 (File No. 1-6544).

Second Amended and Restated Sysco Corporation 2005 Board of Directors Deferred Compensation Plan.
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Form of Indemnification Agreement with Non-Employee Directors.

Code of Business Conduct and Ethics, incorporated by reference to Exhibit 14.1 to Form 8- filed on July 19, 2007 (File

No. 1-6544),
Subsidiaries of the Registrant.
Consent of Independent Registered Public Accounting Firm.

CEO Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002,
CFQO Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
CEO Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
CFO Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002,

T Executive Compensation Arrangement pursuant to 601(b}(10)Giid)(A) of Regulation 5-K
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Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, Sysco Corparation has duly caused this
Ferm 10-K to be signed on its behalf by the undersigned, thereunto duly autherized, on this 26th day of August, 2008.

SYSCC CORPORATION

By /s/  RICHARD J. SCHNIEDERS

Richard J. Schnieders
Chairman of the Board and
Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on
tehalf of the Registrant in the capacities indicated and on the date indicated above.

PRINCIPAL EXECUTIVE, FINANCIAL & ACCOUNTING OFFICERS:

/s/  RICHARD J. SCHNIEDERS Chairman of the Board and Chief Executive Officer
Richard J. Schnieders (principal executive officer)

/s/ WILLIAM . DELANEY Executive Vice President and Chief Financial Officer

William J. Delaney (principal financial officer)

/s/ G, MITCHELL ELMER Vice President, Controller and Chief Accounting Officer

G. Mitchell Elmer (principal accounting officer)

DIRECTORS:

/s/  JOHN M. CASSADAY

/5/ RICHARD G. MERRILL

John M. Cassaday

/s/ JUDITH B. CRAVEN

Richard G. Merrill

/s/  NANCY S. NEWCOMB

Judith B. Craven

/57 MANUEL A, FERNANDEZ

Nancy S. Newcomb

/s/ RICHARD J. SCHNIEDERS

Manuel A, Fernandez

/s/  JONATHAN GOLDEN

Richard J. Schnieders

/s/  PHYLLIS S, SEWELL

Jonathan Golden

/s/  JOSEPH A HAFNER, JR.

Phyilis 5. Sewell

/s/ RICHARD G. TILGHMAN

Joseph A. Hafner, Ir.

/s/ DR, HANS-JOACHIM KOERBER

Richard G. Tilghman

/s/  JACKIE M. WARD

Dr. Hans-Joachim Koerber
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1360 Enciave Parkway
Houston, Texas 77077-2099
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